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“Tt’s the Spending Stupid’. It was slo- 
gan recently suggested to me fora 
bumper sticker but could just as aptly 
summarize this issue of The Taxpayer. 

I was reminded recently that all the de- 
mands to simplify and reduce our tax bill 
are meaningless unless government’s pri- 
oritize their spending and eliminate waste. 

But where ask the politicians? 

Read on _ This issue of The Taxpayer 
like many before it identifies billions in 
wasteful spending. 

There’s the symbolic research grant 
that concluded exposure to the velvet off 
elk antler’s improves the sex life of mice. 
Or how about the Department of National 
Defence’s near half-billion dollar debacle 
converting six Airbuses into air-freight- 
ers. Indeed, our intrepid editor of seven 
years, Dean Smith, has highlighted his 
“Top Ten” waste stories of all time: from 
the $12,600 urinal hanging in the Na- 
tional Art Gallery to the Customs official 
who held a dog at the border until the 
owner paid $17.50 GST on a stud fee. 
When asked how he knew the dog was 
pregnant, the Customers officer re- 
sponded that the dog seemed to be smil- 
ing — only in Canada folks! 

Small potatoes? Don’t be fooled. 

Your Canadian Taxpayers Federation 
recently made headlines across the coun- 
try with the release of a six month investi- 
gation into the spending practices of 
Industry Canada. The Readers Digest 
version: between 1982 and 1997, succes- 
sive federal governments made 32,969 
separate grants, loans, contributions and 
loan guarantees on your behalf. The lists 
read like a whose-who of corporate Can- 
ada with half the $11-billion total finding 
its way into the accounts of 75 of the 
country’s largest and most profitable cor- 
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Troy is the National Communications 
Director for the Canadian Taxpayers 


porations. Can you say Corporate Wel- 
fare. 

And if were King for a day I would 
add another item to the list of spending 
cuts: the Canadian Senate. Lest we are 
not of all one mind on that suggestion my 
counterpart in Saskatchewan, Richard 
Truscott, strongly disagrees. Check out a 
Taxpayer first: the “Great Canadian Sen- 
ate Debate” on page 8 and then cast your 
vote on our web site at www.tax- 
payer.com or write our Regina office. 

And speaking of Ottawa, your CTF 
has now had a full-time presence in the 
nation’s capital for ten months. Our new 
federal director Walter Robinson, and the 
work he has accomplished — on a shoe- 
string budget, in such a short span — is 
testimony to the value of a contribution 
to the CTF. Walter has conducted over 
500 news interviews and led the fight on 
important issues like CPP tax hikes, MP 
compensation reform and, as outlined 
above, corporate welfare. 

Prior to tax filing deadline this past 
April, Walter released the results of a sur- 
vey he had conducted of all Members of 
Parliament asking whether they file their 
own tax return. Well, as the story on 
page 21 reveals, 81% of MPs responding 
admitted to seeking professional assis- 
tance with their taxes. What does that tell 
you? 

Read “Report from the Hill” which be- 
gins on page 22 and you'll understand the 
important investment your CTF has made 
and why politicians of every stripe on Par- 
liament Hill have reason to be nervous. 

Enjoy this issue of The Taxpayer and 
remember _ “It’s the Spending Stupid”. 
The surest way to tax relief is to prioritize 
spending and eliminate waste. I hope this 
issue again sheds light on that reality.= 


jn0tl Ng 


This past spring the Canadian 
Taxpayers Federation completed a 
survey of its supporters to find out 
their views on important issues fac- 
ing Canada. We were delighted with | 
the number who took the time to | 
complete the comprehensive survey. | 
The following is an overview of 
some of the responses on federal is- 
sues. 


Taxation issues: 


When we asked our supporters 
what type of taxes they preferred, 
they were evenly split with 43% pre- | 
ferring consumption taxes (sales | 
taxes) over income taxes 44%. But 
an overwhelming 85% said they 
want consumption taxes visible in- 
stead of hidden in the price of 
goods. On the same vein, 73% are 
opposed to harmonizing the GST 
with their respective sales taxes as was 
instituted in the Maritimes 

People’s concern about the com- 
plexity of our tax system came out in 
question #4 of our survey. When asked 
what type of tax system they preferred, 
60% said they want a flat tax with a re- 
duced rate and only a few basic deduc- 
tions. This was chosen over other 
alternatives such as higher consump- 
tion taxes with reduced income taxes 
(8% support) and higher income taxes 
with reduced consumption taxes (4% 
support). 


T 
| 
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Electoral reform 


On the important issue of electoral 
reform, CTF supporters clearly feel 
there is something wrong with the way 
we elect MPs, with only 25% support- 
ing the current system. 

In contrast, 63% say it should be 
done differently: 
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stl. t you're thinking 


Percentage of respondents to CTF 
survey who support the establishment 
of private medical services alongside 

the public system 
73% 


13% 


CTP survy 
Winter 97/98 
by province 


@ 37% favour allocating seats ac- 
cording to the total percentage of 
votes the party is able to obtain 
across Canada. 

m@ 26% say MPs should only get 
elected with 50 plus 1% of the 
vote. This would require run-offs 
as politicians are often elected 
with 30% to 40% of the vote. 


Medicare reform: 


Surprisingly, 63% of our supporters 
favour the use of private medical serv- 
ices and private insurance along side 
our public health system. Support is 
strongest in BC and Ontario with 73% 
and weakest in Manitoba where only 
52% support the idea. 


Spending the surplus 


When it comes to allocating where 


future surpluses should be spent, the re- 
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sults confirm what other surveys have 
also shown — the government is 
clearly out-of-touch with the feelings 
of the average Canadian on this issue. 
In our survey 56% of the respondents 
favour tax cuts and debt reduction. 


In terms of what the government’s 
number one priority should be as to 
where the surplus should be spent - 
66% favour debt reduction, with only 
32% considering tax cuts as their top 
priority. 

When it comes to tax cuts, 53% pre- 
fer an income tax cut over a reduction 
in sales taxes. Only 29% prefer the re- 
verse. The biggest support for a sales 
tax cut comes from Saskatchewan and 
Manitoba who have high consumption 
taxes. 

Even in Alberta, where there is no 
sales tax, 21% showed their disgust for 
the GST by naming consumption taxes 
as their preferred tax cut.m 
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What do you wanna be 
when you grow up? 


Av of the Poundmaker Indian re- 
serve in Northern Saskatchewan re- 
vealed that the band chief made over 
$200,000 for fiscal year ending March 
1997. The chief received over $53,000 in 
salary plus an additional $32,000 in ex- 
pense allowances. Businesses owned by 
the chief that supplied services to the band 
provided the rest of his income. Salaries 
earned by the chief while on the reserve 
are exempt from either federal or provin- 
cial income tax. As well, registered Indians 
in Saskatchewan are exempt from paying 
the provincial sales tax at any time and are 
exempt from paying the GST for purchases 
made on the reserve. The brother of the 


chief, who is also a band councillor on the 
band, was another high income earner, coming 
in at $149,000. At $200,000, the chief earned 
more than either the Saskatchewan Premier or 
Prime Minister of Canada. The Poundmaker 
Band only has about 400 members who actu- 
ally live on the reserve. In a hamlet of compa- 
rable size the mayor’s position would be 
voluntary. 


Politicians and psychopaths 


Ave to British psychologists, politi- 
cians and psychopaths share some im- 
portant characteristics. Lecturer David Cook 
of Glasgow University and Lisa Marshall, a 
graduate student, presented their findings at a 
British Psychological’s Society conference. 


IF AN ASTEROID SHOULD HiT PLANET EARTH .. 
SCENARIO 1: | 
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a massive Tal wave. 
-OLL LiFe PERISHES. 


ASTEROID LANDS ON 
THE PRAIRIES CREATING 
@ HUGE DUST CLOUD, 
BLOCKING OUT THE SUN. 


,.QLL LiFe PERISHES. 


ASTEROID LANDS ON 
REVENUE CANADQ. 


QLL LIFE FLOURISHES. 
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According to their report, the two groups 
share a number of characteristics including 
lying and having a difficult childhood. 
There are differences though. For exam- 
ple, psychopaths tend to lie because they 
like to con people, while politicians tend to 
lie for a purpose. These purposes can in- 
clude things like trying to “con people.” 
However, while they share a number of 
common characteristics, the researchers 
suggested it was a bit of a stretch to say 
politicians were psychopaths. 


A computer glitch 


Mie Masse, the president of the 
Treasury 

Board, stated that the 
federal government and 
all its departments 
could spend upwards of 
$1 billion to fix the mil- 
lennium bug in its vari- 
ous computers. Most 
older computers are not 
equipped to handle the 
changeover from the 
year 1999 to the year 
2000 since they only 
read the last two digits of the year. Conse- 
quently, these computers will interpret the 
year 2001 as 1901. This could cause con- 
siderable problems for any date sensitive 
programming. This includes any payments 
made under the government’s social secu- 
rity network such as CPP, Employment In- 
surance, child tax benefits, etc. It would 
also affect programs that send out bills. 
Needless to say all levels of governments 
could be seriously impacted. Perhaps you 
could tell the folks at Revenue Canada to 
take a hike on those income taxes they will 
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be charging you. Just tell them you weren’t 
working 100 years ago. 


Improving the sex lives of 
mice 


— grants are grey areas of govern- 
ment spending. Every now and then 
one comes along that just makes you chuckle. 
Just such an example was the grant provided 
by the Saskatchewan Agricultural department 
to Jerry Haigh so he could determine if the 
velvet off elk antlers had a positive impact on 
the immune system. The velvet had been used 
for years by Koreans to help improve their 
children’s immune systems during the winter 
months. After feeding mice the velvet skin, 

, Haigh 
found no 
evidence 
that they 
were more 
resistant to 
disease. All 
was not 
lost, how- 
ever, be- 
cause the 
concoction 
improved the sex life of the mice. The mice 
bred faster, had larger genitalia and produced 
larger offspring. According to Haigh, this 
may be the reason why ancient Chinese manu- 
scripts recommended the use of Elk velvet as 
an aphrodisiac. 

The Western Producer & CTF files 


Diefenbunker 


B:" in the 1960s at the height of the 
Cold War, it is located near the city of 
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Red Deer, Alberta, approximately half way be- 
tween Edmonton and Calgary. The bomb shel- 
ter known as Diefenbunker, after the late Prime 
Minister John Diefenbaker who ordered the 
construction of a number of bunkers, was put 
up for sale in 1994 and sold to a couple of Red 
Deer investors for $312,000. This past spring 
the investors decided to sell the bunker. The 
federal government - fearing it might fall into 
the wrong hands - decided to buy back the bun- 
ker for $750,000. The government is also deal- 
ing on a smaller bunker about six miles away 
which had also been sold. As recently as 1992, 
the federal government was spending approxi- 
mately $400,000 to maintain its network of 
Diefenbunkers with most of the money going 


to rotate food rations. 
The Red Deer Advocate & CTF files 


Hell's Angels get a 
government subsidy 


the “‘just-in-case you thought you’ ve 
heard it all’ department, last year the 
Quebec provincial government and City of 
Quebec provided financial assistance to two 
known members of the Hell’s Angels. The two 
members of the infamous bike gang received 
$75,000 to renovate a building the police had 
raided in 1995. Ironically, the money was 
given the same day Ottawa announced its anti- 
gang legislation. 

Edmonton Sun 


Air bust : 


Ss: years ago, the Department of National 
Defence purchased five Airbuses from 
Canadian Airlines for $427 million. Defence 
wanted to convert the five jets into air-freight- 
ers for an additional cost of $80 million. A con- 
cern was expressed at the time by aeronautical 
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engineers that the jets were not designed 
to handle the extra weight. The first of the 
converted jets entered into service early 
this year and encountered serious prob- 
lems after only a few weeks of service. 
According to Transport Canada officials, 
as the jet was landing at the Trenton air- 
base, stress fractures developed in the fu- 
selage which depressurized the plane. 
Officials knew they had problems when 
all the toilets started flushing at the same 
time. According to reports, the problems 
may be serious enough to end the $80- 
million conversion project and put into 
question the purchase of the airbuses in 
the first place. 

Esprit de corps 


Nothing for sure but 
death and taxes 


A: the old saying goes, “nothing is 
ertain except death and taxes’. Un- 
fortunately, the Nova Scotia government 
is taking that quaint saying to new heights. 
In an effort to satisfy its insatiable de- 
sire for more money, the Nova Scotia gov- 
ernment 
decided 
to plun- 
der the 
uncol- 
lected 
inheri- 
tances of its 
citizens. When there 
are no beneficiaries or the benefi- 
ciaries can’t be found, the money from 
unclaimed inheritances is then put into 
one of two trust accounts. The money is 
paid out if relatives step forward, which 
only happens in 10% of the cases. Since 
the 1930s, the two accounts have accumu- 
lated approximately $4.4 million. 
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When the accounts were recently 
audited, it was discovered that the Nova Sco- 
tia government has been grave robbing for 
about 14 years. In 1984, government offi- 
cials decided they would take the interest 
that had accumulated 1n these accounts. This 
amounted to $300,000 between 1984 and 
1996. When the auditor recommended the 
money be returned, the government flatly re- 
fused. 


are resorting to this procedure is because 
they get paid more money for hysterecto- 
mies than for other types of treatments. 
There are strong indications that these 
problems may not be limited to just Ontario. 
According to a 1993-94 report by Statistics 
Canada, the province of Ontario lies clearly 
at the bottom of the pack when it comes to 
hysterectomies with 353 such operations per 
100,000 inhabitants. Only Manitoba at 334 |, 


With its appetite still unsatisfied, the gov- 
ernment went one step further and claimed a 
portion of the inheritances. Despite being un- 
sure of the legality of their actions, the Nova 
Scotia government helped itself to 25% of 
the money in the two accounts by naming it- 


and Saskatchewan at 349 had fewer hyster- 
ectomy operations per 100,000 people. New 
Brunswick was the highest with 525 opera- 
tions per 100,000 and Newfoundland and 
Nova Scotia were tied for second with 515. 
Globe and Mail & Statistics Canada 


self as the beneficiary. 


Canadian Press 


Too many 
hysterectomies 


A report by the pro- 
Vincial govern- 


ment and the Ontario 


The Professional institute of the Public Service of Canada 
Linstitut professionne! de la fonction publique du Canada 


Office of the President 
Bureau du President 


Apri 29, 1998 


An Open Letter to Taxpayers and Advisors 
Subject: Zero Tolerance 


As President of the Professional institute of the Public Service of Canada, | represent 
the 5,000 federal auditors who verify that large corporations meet the requirements of 
Canadian tax legisiation, i.e. GST, Excise and Income Tax. Auditors are still without a 
contract after a year of bargaining with Treasury Board; salaries have been frozen 
since 1991. National Revenue Minister Herb Daliwal is unable to hire professional 
auditors because salaries are no longer competitive. We estimate that, as a result, 
over 2 billion dollars of tax revenues were lost in the 1997-98 fiscal year. 


When Auditors administer tax law during audits of large businesses, they normaily 
are flexible in their dealings, recognizing that the law is extremely complex and 
cannot adequately address all the possible situations that can arise, Auditors have 
always negotiated with taxpayers to arrive at a reasonable result. 


This past practice appears to be in conflict with the government's approach atthe —~ 
bargaining table, and, as employees, the Auditors are prepared to abide by their 

employer's style of negotiations as they see it in practice. The Auditors’ contract 4 
dispute could be resolved in a manner that is mutually satisfactory. They want it~ 
resolved and, as professional negotiators, they understand how to go about it, If they 
could only get someone fn authority fo listen to them. # it is not resolved, early in | 
June, | will be directing the Auditors to negotiate with you, as the government | 
has negotiated with them. Any adjustment which is or may be technically 
correct will be made, even if it appears to be a harsh and unintended 
consequence of the law. i 


| 
it you believe that you or your client may have been affected by this change in | 
approach, please contact the Director of the Tax Services Office involved or the / 
Minister so that the Minister's Yairness package” can be applied to your case. ] 


Sesh | 


The Public Extortion Service of Canada 


Medical Association says 
Ontario doctors are per- 
forming too many hyster- 
ectomies. Not only do 


ee ee 


the unnecessary proce- 
dures cost the medicare 
system, but they are also 
a more dangerous 
method of treatment for 
women. According to the 
report, the reason doctors 


Steve Hindie 


This ad recently ran in the Globe and Mail. How is it 


“professional” to abuse your position of authority for 
| political gain? 
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In recent weeks there has been much discussion across Canada on the role of the Senate. Some say close it, others feel it can be 
salvaged. Both sides agree on one thing, its current structure as a reward for faithful service to political parties is not what Canadians 
want. Even at the CTF we are divided on what should be done, so we asked Richard Truscott and Troy Lanigan to present their opin- 

ions on what should be done with our upper house. 


he Canadian Senate 
should be abolished, 
not reformed. In fact, I 
would argue any reforms to 
the Senate — including Al- 
berta’s intention to elect Sena- 
tors — is a step backwards 
because it legitimizes an insti- 
tution that should rightly 
have a stake driven through it. 

Here’s my argument in a 
nutshell: more government is 
not better government. It 
would be less expensive and 
result in more accountability 
to reform our existing parlia- 
ment and provincial legisla- 
tures than it would to 
legitimize another layer of 
government. 

Most Canadians regard 
the Senate with nothing short 
of contempt. It is a bygone 
vestige of patronage and 
privilege that symbolizes 
how far removed our political institutions are from the peo- 
ple they supposedly serve. On this point the abolitionists and 
reformers agree — but from here we part company. 

I fail to see what a reformed Senate would accomplish. 
Would, a Senate with equal representation from each prov- 
ince alleviate “regional alienation”? In my view handing 
40% of the Senate’s power to the four Atlantic provinces 
which hold 8% of the country’s population would, if any- 
thing, exacerbate alienation. 

But even conceding this point, the reformers fail to recog- 
nize an important reality. Politicians represent their parties, 
not their region or province. This point is important because 
Canada doesn’t need more “representative” democracy, we 
need more direct democracy. We need workable initiative 
and recall legislation to erode the poison of party discipline 
and give taxpayers a more direct tool of accountability. As to 
the need to address regional alienation, this grievance is 
more the result of federal government encroachment on 


Close it down! 


“That’s all we need, 
another 100 politicians 
running around Ottawa 
telling us there is no 
problem that 
can’t be 


those areas prescribed to the 
provinces under our constitu- 
tion. If we want to strengthen 
the role of the regions we 
should strengthen the role of the 
provinces — not create more lay- 
ers of government. 

Sober second thought? We 
should demand sober first 
thought. 

Reforming the Senate will le- 
gitimize it. That’s all we need, 
another 100 politicians running 
around Ottawa telling us there’s 
no problem that can’t be solved 
with more tax dollars. Frankly, 
I consider an elected Senator in 
Ottawa a greater threat to my 
freedom and economic well be- 
ing than an appointed Senator 
living in Mexico. 

And then there’s the cost: 
| elections, more staff (to fulfill 
their “mandate from the peo- 
ple’’), lobbyists, goofy cards 
from Parliament Hill at Christ- 
mas and on it goes. And why stop there? Earlier this cen- 
tury PEI and Quebec were home to provincial Senates. Per- 
haps Premier Klein’s enthusiasm for reform should start 
with an elected upper house in Alberta. 


solved with 
more tax 


dollars.” 
Troy Lanigan 


I say it’s all the stuff of nonsense. And it’s going no- 
where fast. It’s more likely that the moon will slam into the | 
earth’s surface than Canadians will reach a consensus on 
Senate reform. I say the vast majority of Canadians agree 
that the Senate is a colossal waste of tax dollars and an af- 
front to democracy. A reformed Senate would be no better. 
Canadians of good common sense should put a fork in this 
issue: demand the Senate be abolished and exert their ener- 
gies toward changing our voting system, implementing di- 
rect democracy, constitutional fiscal limits and improving 
federalism. Each of these issues appeal to Canadians right 
across the country. They are, unlike Senate reform, gaining 
momentum and are slowly being realized.m 
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etting rid of the 

Senate will not 
solve Canada’s problems. 
In fact, to the extent that 
our problems are rooted in 
the concentration of votes 
in Ontario and Quebec, it 
will only make solving 
those problems even 
harder. 


A fundamental charac- 
teristic of any federal sys- 
tem is the need to balance 
representation by popula- 
tion with representation by 
region. This is especially 
true for such a large and di- 
verse country as Canada. 
Yes, the Canadian Senate 
as it presently exists is of- 
fensive and in- defensible. 
But abolition would be 
like cutting off your foot 
to remove a thorn. No 
more thorn, but you would 
never walk straight again. 
By removing the best po- 
tential instrument of re- 
gional representation, you 
remove all hope of achieving balance in national decision- 
making. 


Other nations rely on effective second chambers to ensure 
that the most populous regions don’t dominate the central 
government. Australia and the United States, for example, 
have achieved this balance by having a two-chamber na- 
tional legislature where the regions are represented in one 
house, and the population in the other. 


In this kind of system, laws must meet the test of both leg- 
islatures. Policy must not offend the regions or the bulk of 
the population. At best, the result is better legislation backed 
by a broader national consensus. At the very least, national 
institutions are not a source of national discord, but national 
unity. 


In Canada, things work a little differently. Because the na- 


Power to the 
regions 
“A fundamental characteristic 


of any federal system is the 
need to balance representation 


by population 
with 
representation 
by region.” 


Richard Truscott 


tional government is de- 
fended by party discipline, 
and unchecked by regional 
power, it does pretty much 
what it pleases. The de- 
fense of regional interests 
is left to the provinces, 
who get their hackles up 
and pick sides. Then, the 
federal and provincial gov- 
ernments in Canada fight 
like cats in a sack until the 
feds get their way. 


Some Senate abolition- 
ists claim that-one way to 
check Ottawa’s power is to 
strengthen the provinces. 
Canada’s provinces are al- 
ready the strongest non-na- 
tional governments in the 
world, in part because the 
current Senate is ineffec- 
tive at protecting the re- 
gions. Turning premiers 
into warlords will not 
make the national govern- 
ment work better. In fact, 
it will just hasten its irrele- 
vance and give us new 
headaches in our provincial capitals. 


The problem is that Ottawa and the provinces have 
different roles and powers. Both levels of government have 
more power to impact us than they do to impact each other. 
So long as we have a federal government that is not balanced 
by a powerful regional Senate, that government will run 
roughshod over less-populated regions. 


If you want to fix the national government you have to 
fix national institutions. To make them more democratic, 
you institute direct democracy - recall, citizen initiatives, ref- 
erendums, and you loosen party discipline. To make them 
more sensitive to regional interests in a country where 
most of the population is concentrated in two provinces, you 
institute an effective second chamber to represent regional in- 
terests. It’s a question of using the right tool for the right 
jobs 
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Major release 


Corporate 


iii 


By Dean Smith 


if was a long six month battle, but 
when the smoke finally cleared Wal- 
ter Robinson, federal director .of the Ca- 
nadian Taxpayers Federation, was sitting 
at his desk with a compressed computer 
disk and pages of reports from Industry 
Canada. 

“T was in shock when we finally re- 
ceived the package,” he said, “we had 
been fighting so long, at times I didn’t 
know if we were winning or losing. But 
we won, and these are the spoils of vic- 
tory.” 

The reports contained an overview of 
16 years of government waste. Magneti- 
cally imprinted on the disk were the re- 
cords of 32,969 grants, loans, 
contributions and loan guarantees handed 
out by Industry Canada from fiscal year 
1982-83 to October 14, 1997. 

The totals were shocking. With no 
thought for taxpayers, Ottawa callously 
gave away over $11 billion to industry. 
As Walter meticulously poured through 
the numbers even more startling revela- 
tions appeared. 

“T couldn’t believe my eyes, I added 
them up a couple of times to make sure 
they were right, but 18% of the money 
($2.1 billion) had been earmarked for 
just five companies.” 

Out of the thousands of companies in 
Canada, the bureaucracy at Industry Can- 
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ada chose five companies to be the grand 
prize winners: 
Pratt & Whitney $949 million 
De Havilland $425 million 
Bombardier/Canadair $245 million 
Le Groupe MIL Inc $244 million 
Air Ontario $242 million 
But the surprises didn’t stop there. 
Walter also discovered that over 49% of 
the $11 billion ($5.6 billion) was author- 
ized to 75 of Canada’s largest and most 
profitable corporations. (For a complete 
listing, please see page 17). 


“The study is damaging and depress- 
ing,” said Walter, “It’s damaging by the 
way it highlights the horrendous repay- 
ment records of most programs and de- 
pressing because it has been tolerated for 
so long.” 

What is equally disturbing is that 
these numbers don’t include a number of 
other federal departments and agencies in- 
volved in business subsidies such as West- 
ern Economic Diversification, the 
Atlantic Canada Opportunities Agency, 
the Federal Office of Regional Develop- 
ment (Quebec), the Export Development 
Corporation and the Space Agency. All to- 
talled, these federal agencies spent nearly 
$1.5 billion last year. 

There were three basic ways that In- 
dustry Canada handed out $11 billion to 
business: grants, loans, and loan guaran- 
tees. 


i Major release & 


Grants 


):: his study period, Walter 
discovered that Ottawa gave out nearly $5.8 billion in 
grants. It was done either as a grant with no strings attached 
or in in the form of contributions which required some ac- 
countability on how the 
money was spent. 

The five big winners 
were: 

m@ Canada Foundation 
for Innovation, 
Ottawa, Ontario- 
$800,964,384 

m Societe Generale 
de Financement du 
Quebec, Lauzon, 
Quebec - 
$293,000,000 

m@ Le Groupe MIL 
Inc., Levis, Quebec - 
$137,150,000 

m@ Trentonworks Ltd., Trenton, Nova Scotia - 
$103,900,000 

m@ International Telecommunication Union, Ottawa, On- 
tario -$62,865,912 


M 


Loans 


T: second way Industry Canada handed out money 
was in the form of loans. These were provided in a va- 
riety of ways, either as direct loans, repayable contributions 
or conditionally repayable contributions. 

“T quickly realized,” Walter noted, “that many of these 
were loans in name only. When you looked at the figures, 
the money was definitely pouring out. Over the 16-year pe- 
riod, Industry Canada had authorized loans totalling $4.1 bil- 
lion. But when I looked at the other side of the ledger, only 
15% of the money had been paid back. This amounts to ap- 
proximately $494 million.” 

“These guys at Industry Canada were not like any of the 
bankers I knew.” 

“Certainly the strangest cases I ran into involved the con- 
ditionally repayable contributions. Under this program, the 
money had to be paid back only if the businesses sold any 
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products developed as a result of 
the loans. And some of these 
loans were pretty flimsy. The 
phrase ‘fair and reasonable prof- 
its’ was often used so the criteria 
to determine if the loan needed to 
be paid back was subject to a great 
deal of interpretation. Who determined 
fair and reasonable, however, is anyone’s guess.” 

“More often than not, ‘fair and reasonable’ meant taxpay- 
ers were left holding the bag,” Walter added. 

Two programs, in particular, functioned this way. The 
now-defunct Defence Industry Productivity Program (DIPP) 
and Technology Partnerships Canada (TPC) provided the 
bulk of these conditionally repayable loans. 

In the case of DIPP only 8% of the $2.6 billion lent out 
was ever paid back. Unfortunately, many of the companies 
that received assistance under the old DIPP program are now 
lining up at the trough under the Technology Partnership 
Canada program. 

“Can you imagine walking into the bank with that kind 
of a proposal for a loan? If we sell anything you get paid, if 
we don’t, tough luck. You would be out on your ear, but not 
at Industry Canada.” 

Rumours abound that some of the companies have 
laughed off any attempts by government officials to get 
these monies back. Walter is using Access to Information to 
determine whether or not this is true. 

“T tried to find out how much these companies still owed 
us, but department officials refused to release the informa- 
tion claiming it was private information and not subject to 
Access to Information,” Walter added. 


d profitable firms 
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Loan guarantees 


T« final group involves loan guarantees. Under this 
program the company borrows money from the bank 
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but the government guarantees it will repay the loan should 
the company default. According to the documents received 
by the CTF, Industry Canada gave out 136 loan guarantees 
totalling $1.2 billion. 

“To find out how well taxpayers are doing under this pro- 
gram, you only have to look back to the information we re- 
leased last year under the Small Business Loan program, 
which also provides guarantees,” Walter said. “Between 
1992 and 1996, taxpayers lost $200 million on defaulted 
loans.” 


CTF recommencation 


|: light of these disturbing revelations, the Canadian 
Taxpayers Federation forwarded a copy of their report 
to the Honourable John Manley, the Minister of Industry. In 


Looking at the top 
25 business subsidy recipients 
over the past 16 years is like watching re- 


runs of All in the Family. Many are intricately related to each 


his letter to Mr. Manley. Walter Robinson outlined the 
CTF’s recommendations: 

|. An immediate end to the Technology Partnerships Can- 
ada program and a halt to conditionally repayable contribu- 
tions from Industry Canada. 

2. A full investigation by the Industry Minister of all de- 
partmental activity to recover loaned monies. 

3. Pass legislation putting an end to discretionary govern- 
ment financing of business ventures similar to that of Al- 
berta’s Financial Assistance Limitation Statute. 


T: CTF has opened a can of worms and will continue 
to highlight more of the waste and mismanagement 
through future Access to Information requests. As part of its 
campaign to end the practice of government subsidies, the 
Federation has initiated a petition drive. If you would like to 
become involved, please photocopy and distribute the peti- 
tion found on page 15.— 


other. The tie-ins can range from being a subsidiary of another top 25 company to supplying equipment and services. The 
common denominator is your tax dollars. We may never fully know the billions of tax dollars that have been poured into de- 
veloping an aerospace industry in Canada over the last 50 years. Ottawa subsidized companies who manufactured the planes, 
the companies that produced their components, and even the airlines that purchased the finished planes. The following is a 
brief overview of some of the activities of the top 25 subsidized businesses in Canada. 


1. Pratt & Whitney Canada, Longueuil, Quebec - 
$949,716,011 

Pratt & Whitney is a world leader in designing and developing 
gas turbine engines for air, sea and land use. It is a subsidiary of 
United Technologies Corporation of Hartford, Connecticut. In 
1996, Pratt & Whitney, with a number of plants around the world, 
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had total sales of over $1.8 billion. The company supplies engines 
to de Havilland Dash 8 turbo props (see #2). 


2. de Havilland, Downsview, On. - $425,128,961 
de Havilland started in 1928 constructing airplanes. In the 
1950s, its research division was heavily involved in the federal gov- 
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ernment’s Avro Arrow , which was supposed to be the top fighter 
jet of the day. Ottawa had purchased a company called Avro Can- 
ada in 1954 to construct the jet. It is difficult to determine how 
much Ottawa sunk into the development of this fighter. But to give 
you an idea of its costs, in 1957 the federal government cut its order 
back to 100 jets at a cost of $781 million, a horrendous amount of 
money even in today’s dollars. Even though Prime Minister Diefen- 
baker cancelled the whole project in 1959, a significant percentage 
of this money would have been used to build the five prototypes. 

In 1967, the management team of the research division of de 
Havilland bought out their section and started their own company 
named Spar Aerospace (see #7). 

In 1974, the federal government purchased the re- 
maining portion of de Havilland and then sold the com- 
pany to Boeing (#37) in 1986. 

In 1992, the Ontario government and Bombardier 
(see #14) purchased de Havilland. They formed a new 
company called de Havilland Inc. with the Ontario gov- 
ernment as a minority shareholder. In 1997, Bombardier 
purchased the Ontario government's shares in de Havil- 
land. 

A number of airlines that are also in the top 75 list 
have purchased aircraft from de Havilland (see Air On- 
tario #5, Air BC #8, Air Nova #19 and Piedmont Airlines 
#25). 


3. Bombardier/Canadalr, Saint Laurent, Quebec - 
$245,016,094 

Canadair started in 1944 as a plane manufacturer and originally 
produced flying boats. In 1950, Canadair was taken over by Gen- 
eral Dynamic. In 1976 the federal government purchased Canadair 
and when the company encountered financial difficulties, Ottawa 
wrote off the company’s debt of $1.35 billion in March of 1984. In 
1986, Bombardier (see #14) assumed control of Canadair. 

Canadair has sold jets to at least two groups in the top 75. Air 
Canada (#33) owns 24 Canadair jets and Piedmont Airlines (see 
#25) also uses Canadair jets. 


4. Le Groupe MIL inc., Sorel, Quebec - $244,000,598 


5. Alr Ontario, Downsview, On. - $241,855,370 

Air Ontario is a regional airline 100% owned by Air Canada 
(#33). Air Ontario services central Canada and Northeastern U.S. 
and has 26 de Havilland Dash 8s in its fleet (see #2). 


6. Bell Helicopter Textron (Textron Canada), Saint Janvier, 
Quebec -$224,430,240 


7. Spar Aerospace Ltd., Toronto, On. - $169,842,534 
In 1967, the Special Projects and Applied Research Division of 
de Havilland (see #2) was bought out by its management team form- 
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the production of 
space robotics and de- 
signed the Canadarm 
Robotic Arm for the 
U.S. space shuttle. To- 
day it has sales of 
nearly $600 million. 
In 1996, Spar threat- 
ened to take the fed- 
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eral government to court when Ottawa failed to cough up $1 mil- 
lion in government funding for a research project. The conflict in- 
volved the amount of royalties that Spar owed the federal 
government over the sale of two mobile Satellites. Spar paid Ottawa 
$244,550 but Ottawa claimed Spar owed $845,500 and deducted 
the money from a subsidy to be given in 1996. The suit was finally 
settled in arbitration. 


8. Air BC, Downsview, On - $133,983,308 

Air BC is one of Air Canada’s regional airlines servicing routes 
in Western Canada. The airline uses de Havilland Dash 8 aircraft 
(see #2) as part of its service. 


9. Trentonworks Ltd., Trenton, Nova Scotia - $127,753,226 
10. Time Air inc. , Downsview, On - $115,033,619 


Purchased by Canadian Airlines (#52 on the list) and renamed 
Canadian Regional Airlines, the Calgary-based airline uses de 
Havilland Dash 8 airplanes (see #2). 


11. Canadian Marconi Company, Ville St. Laurent, Quebec - 
$110,120,302 

The Canadian Marconi Company (CMC) is considered a world 
leader in the design and manufacture of high technology electronic 
products for industry, airlines, military and government. Located in 
Montreal, the company averaged $300 million in annual revenues 
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over the past five years. General Electric (UK) owns 51.3% of the 
company’s outstanding shares. CMC announced in April that it has 
agreed to buy 58% of the outstanding share of Novatel Inc. of Cal- 
gary. Novatel was a major Alberta government boondoggle where 
over $650 million in provincial tax dollars were poured into this 
telecommunications venture. 


12. Canarie inc., Ottawa, On - $104,500,000 


13. AlliedSignal Aerospace Canada, Etobicoke, On - 
$103,972,044 

AlliedSignal Aerospace Canada is a subsidiary of the U.S. 
based Allied Signal. Their aerospace division is one of the world’s 
largest manufacturers of products for the aerospace industry. The 
Canadian operations based in Saint Laurent, Quebec and Etobi- 
coke, Ontario have received assistance almost every year since 
1982-83. 


14, Bombardier inc., Montreal, Quebec - $101,524,397 

The company started out in 1942 manufacturing snow mobiles. 
Today it is a multinational corporation that manufactures every- 
thing from recreational machines to trains and jets. The company is 
the third largest manufacturer of civil aircraft in the world. It has 
revenues of nearly $8 billion and showed a net profit in 1997 of 
$406 million. It owns Canadair (see #3) and de Havilland (see #2). 


15. Petromont Inc., Montreal, Quebec - $95,800,000 

The Quebec-based company is located near Montreal. Started in 
1980, Petromont is equally owned by Union Carbide Corp. (Can- 
ada) and Ethylec Inc. It is a major petrochemical business with 
yearly sales of $450 million. It manufactures such products as hy- 
drogen and heavy fuel oil. 


16. Litton Systems Canada Ltd., Etobicoke, On - $93,781,193 
17. Curragh Resources Inc., Pymouth, NB - $93,750,000 
18. CAE Electronics Ltd., St-Laurent, Que - $91,752,282 


19. Air Nova, Downsview, On - $91,664,854 

Owned by Air Canada (#33), the Halifax-based company pro- 
vides airline service to the Atlantic region. The company has 14 de 
Havilland Dash 8-100s (see #2) as part of its fleet. 


20. AllCell Technologies inc., Newcastle, NB - $87,600,000 

Owned by Repap Industries (see #21), AllCell Technologies de- 
veloped a process to pulp hardwoods, agricultural residues and an- 
nual fibres. Over the past few months, Repap has been trying to sell 
AllCell for a reported $4 million. 


21, Repap Enterprises inc., Newcastle, NB - $86,992,000 
The Montreal-based paper and wood manufacturer has been 

struggling in recent years, due to its estimated $2-billion debt. In 

1997, the company showed another loss and has been selling off 


some of its assets (see #20) to pay down its debt. 


22. Air Atlantic, St. John’s, NFLD - $86,771,780 

Owned IMP Aerospace of Halifax, Nova Scotia, Air At- 
lantic has a contract to provide regional service in 
the Atlantic region for Canadian Airlines. As part 
of its fleet, Air Atlantic uses de Havilland Dash 
8s. The parent company IMP Aerospace sells 
products and services to Boeing (#37), Bell Heli- 
copter (see #6), Canadair (see #3), de Havilland 
(see #2), Spar Aerospace (see #7) and Messier 
Dowty (#23). 


23. Messier-Dowty Inc., Ajax, 
On - $75,309,955 
Headquartered 
in Ajax, Ontario, 
Messier-Dowty Inc. 
develops and pro- 
duces landing gear 
systems for all types of 
aircraft. On Decem- 
ber 17, 1997 
the com- 
pany was 
author- 
ized to 
receive 
$3.48 
million 
repayable 
investments 
by Industry Canada 
under the Technology 
Partnership Canada pro- 
gram. 


24. American Motors 
(CDA) Inc., Brampton, On - 
$67,800,000 

The US-based company was 
a small car manufacturer that could 
not compete with either domestic or international car 
manufacturers. In 1984, the company received was authorized to 
receive a repayable contribution of $67.8 million for a plant in 
Brampton, Ontario. In 1983-84, the federal government also subsi- 
dized their competition. One of the “big three,” General Motors of 
Canada (see #29) was authorized to receive $50 million. Three 
years later, American Motors merged with Chrysler. 


25. Piedmont Airlines Inc., Downsview, On - $67,000,000 

Piedmont Airlines with offices in Downsview, Ontario is owned 
by U.S. Express. The company uses both de Havilland (see #2) and 
Canadair jets (see #3). 
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The Canadian Taxpayers Federation needs your help to put an end to business subsidies. Please photocopy the petition below 
and get people to sign their names. Once it is filled in send it to our office at the address below: 


e¥te 


f, >, i a 
CANADIAN Petition 


FEDERATION 


TO THE PARLIAMENT OF CANADA: 
The petition of the undersigned taxpayers of Canada states; 


THAT successive governments in Canada have squandered billions of taxpayer dollars in grants, 
loans, loan guarantees and equity investments to private businesses; 


THAT taxpayers of Canada object to their federal government’s costly and wasteful intervention 
of taxpayer dollars in private business; 


THEREFORE, your petitioners respectfully request that Parliament immediately enact 
legislation which would prohibit financing of private business enterprise through grants, loans, 
loan guarantees or equity investments, or any other direct or indirect financing. 


Name: Signature: 

Address: 

Name: Signature: eced 
Address: 

Name: Signature: 

Address: 

Name: Signature: 

Address: 

Name: Signature: 

Address: 

Name: Signature: 

Address: 

Name: Signature: Sy 
Address: 

Name: Signature: 

Address: 

Name: Signature: 

Address: 


NOTES: Signatures and addresses must be handwritten originals only. Each Signatory must indicate his or her address. The petition 
must be free from censures and interlineations. The subject matter of the petition must be shown on each attached sheet of signatures 
and addresses. 


Please copy and distribute. Mail or fax completed petitions to: 
Canadian Taxpayers Federation, #105 — 438 Victoria Avenue East, Regina, SK S4N 0N7 
Fax # (306) 352-7203 
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16 years of corporate welfare 


The following is a breakdown of the top 75 companies which 
have received the greatest amount of subsidies over the past 16 years 
from Industry Canada. They are listed starting with the largest 
recipient. The list includes the different types of financial assistance 
which the company received over the period of our study. 
Contributions involve money that never has to be paid back. 


the government will pay off any —— debts. 


Repayable contributions and direct loans are fixed financing 
agreements with set repayment schedules. Conditionally repayable 
contributions have repayment schedules derived from royalty 
and/sales agreements. Loan guarantees are also provided so 
businesses can borrow money. If the company defaults on the loan, 


Company name, rank & province Conttution Repayabie "Conditionally | Loan “Interest other TOTAL 
contribution repayable © guarantees | contribution assistance 
om mak Contribution = — eds eae 
1 [Prat & whitney Canada | QU | 176,554,351 | M2. Se ee ae |_949,716,011| 
2 _|De Havilland __|ON | 7,439,676 | 8,941,506 | 389,004,652 | 19,74 743,127. see sale: Bi | 425,128,961 
__3 |Bombardier/Canadair | QU|_ 22,503,160 | 17,761,044 | 204,751,890 | __| __| 245,016,094, 
| 4 |Le Groupe MIL Inc. | QU | 196,650,000 | 28,499,998 | 18,850,600 | a5 ee Cae 244,000,598 | 
5 {Air Ontario ON | | | | 241, (855,370 | | | 241,855,370 
| 6 {Bell Helicopter | QU | 5,166,140 | 219,264,100 | she: ree oo 224, 430/240) 
7 _|Spare Aerospce Ltd. QU | 93,189,522 | 14,118,378 | 62,462,634 | Pe 72,000 | 169,842,534 
8 |AirBO ON | ott Loe | ee [oo |__| 188,983,308 
9 | Trentonworks Limited |NS | 103,900,000 | 23,853,226 | 24 | j ____| 127,753,226 | 
10 [Time Air Inc. ON | | 115,033,619 | |__| 115,083,619) 
11_|Canadian Marconi Comp. | QU | 7,326,789 | 102,793,513 { ___| 110,120,302 
| 12 |Canarie Inc. | ON | 26,000,000 | _ 78,500,000 i fies | ake 4 -104,500 0001 
8 Canada hese (ou | 6,391,269 | 979,204 | ser Btieel (nie I cal 2s! 
_14 | Bombardier Inc. lau! 6,185,147 | 2,000,000 | 93,339,250 | Ss aS REBT ~ | 101,624,387 
15 |Petromont inc. =| QU, 55,800,000 |_ __| 40,000,000 | = | | 95,800,000] 
16 | Litton Systems Canada __ |ON | | 433,418 | 93,347,775 a Sete fi cr peecth Serer bohen __ 93,781,193} 
17 | Curragh Resources Inc._ NS | EEE eR eee es wien ae |_85,000,000 | 8,750,000 ee 93,750,000 
| 18 |CAE Electronics Lid. (| QU | 28, 682, 468 | 9,701,006 | 53368808 | (A 91,752,282 | 
PRR ON | __| 91,664,854 | | 1,664,864 
20 | AllCell Technologies Inc. os | 42, 600, 000 _| 75,000,000 | Bh __| 87,600,000) 
21 |Repap Enterprises Inc. NB | 39, 082,000 | 47,910,000 | Ss ___ | 86,992,000) 
22 |AirAtlantic “oN | : ten xh 86,771,78 730 Bs a ene? |___ 86,771,780) 
_ 23 |Messier-Dowty Inc. a3 (7,204, 7101 | 4,607,500 | 63,497,745, | ~ =| | 75,809,955) 
24 [American Motors (CDA) ___| 67,800,000 | at ee __|_ 67,800,000] 
25 |Piedmont Airlines Inc. tar ss eee eae ee ee 
26 |ConaughtLaboratoies [ON | |_| 60,000,000 _| oki |__| 60,000,000 
27 |Hyundia Auto Canada| | s5o0n000| | | | $5,000,000 
_28 |DOMTAR Inc. _ ‘ou, 52,714,296 | | : ie | 52,714,296 
29 |General Motors of Canada_| ON | 5,858,000 | 31,7 71000 | | 13,200,000 | _ Wess ee ave ar 50,829,000 } 
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Company name, rank & province — Contribution Repayabieco Conditionally Loan Interest  —- Other | TOTAL 
ntribution | repayable | guarantees |contribution) assistance 
Weel OY ees eee aoe me Contribution Pas oe | ates Rie 
30 |CAMI Automotive ONS :A7 000,000: fe 252 oc a S| Ms e _____|_ 47,000,000 
| 31 (SS aaan ON ba 3! ae ese 2 Os SS Pee ey __| 46,600,000 
KPMG Management 
= Consulting 2 sea Cat bake ES rks obs | eee ieniocintarn % eee 
33 |AirCanada I i toe Pele a 45,000,000 ae ___|_ 45,000,000 | 
34 _|StateswestAirlinesinc. | ON) | aoe “46,0 | 2 Eu tee _ 43,966,700 
Beocemnine os ON. a ee Peeters 0 AC oe xa | 42,505,000 
ae =a ei ag 
36_|Norandainc, ===—ss§ 5s | QU Fee een Tet a SS ea 5 41,668,750 | 41,668,750 
37 _| Boeing of Canada MB 1,439,318 | 39,058493 | | 40,497,811 
eo ON | 588,612 | 7,500,000 | 31,500,000 39,558,612 
| Canada CE OES io eS SEY Fo SP RE ee eM eS de ee ES ee —t Ss ee 
39 _|Wingco Leasing Inc. ON foe Sa here _| 38,266,932 _| | aie L 38,266,932, 
40 |Cornerbrook Pulp&Paper | ND | 38,089,234 Bis Lanes ne SE am | ake 38,089,234 | 
MacDonald Dettwiler & 
ere | Pe I tp 
42 |PrecamAssociates § | ON | 35,404,550 1 an a | 4 L 35,404,550 
48 COM DEV Limited — ON | 3,484,827 | 2,313,750 | 26,547,243 | <i 32,345,820 | 
Mensasco Aerospace 
ew Coltec Industries ON | S1G500. | cots ncee | ipa SE ae : Bact 
Computing Devises 
_* |Canada EON Oe Ls eee es ee 
46 |EasterGypsuminc. | NB | -¢ 15)952,800- |. SS | 16,881,850 6,286,000 | 29,120,650 | 
47 Eurocopter Canada Limited | ON ? | 26,660,659 is 4 Bis 26,660,659 
48 |Dominion Textile|Inc. | QU | 24,000,000 | 2,300,000 | =| ee +4 26,300,000 | 
49 | Indal Technologies Inc. | ON 413,033 1,407,000 | 23,869,982 | | tin 25,690,015 
Hudson Bay : 
Fee oD Se ut ORI dill ee MON PRC Bee 
51__|Bristol Aerospace Limited | MB | 12,892,556 | 1,325,582, | 9,567,347, | Aerie Eh ae aes 
Canadian Airlines * 
| Corporation Rend SOE eee 2 eRe Me Nee erasren amoroow’| 20000 
53 {GEC Alsthom Energies Inc.| QU | 19,500,000 SS (Opens kee g Peareun se 19,500,000 | 
| 54 |YarrowsLimited —s_| Bc | 19,000,000 ee : pean cs C3 Pate 19,000,000 | 
|_55 _|Magna International Inc. | ON | 1,500,000 | 11,964,048 | 4,555,528 | Scab 5 18,019,576 
56 |DaleCorporation = | ND| a a ___| 17,892, : : 17,892,000 | 
Canadian Shipbuilding & 
poe ee eae ee Bie | alates 
68 _|Leigh Instuments Lid | ON | 3499285 | 19,809,145 | fj oe vata 
Precision Fineblank 
3h Components ss afb Mana sacseeal : ISPs ae | = ae aves sp 
Control Data Systems 
60 ON 17,000,000 | 17,000,000 
61 {Newbridge Networks Corp. | ON | 193,150 | 870,000 | 15,618,297 | at 16,681,447 
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Corporate n name, rank & province ' Contribution Repayable ' Conditionally Loan Interest t | Other TOTAL 
contribution repayable guarantees) cont. _ 
peso Pisa | | Contribution at TSO Geek | =s 
‘Cape Breton Precision | a | | 
© Components Ltd. | NS | 19,903,200 | | , fee Sot? 22 de eie aes 15,908, ca.200 
| 63 |Linamar Corporation _ | ON | 2,094,941 | 12,507,430 | 1,200847 5 | fas sk 15,883,218 
64 as Communications Qu. 15,500,000 15,500,000 
eae =i = HE } . ; } == 7 . | PEE Se Se ke er 
65 _ Firestone Canada Inc. | ON __ 15,000,000 is Sata etaoe ee ORE os 15, 000, 000. 
cinag€ es a 
| 66 |Heroux Inc. qu! 930987 | 3,063,375 | 10805200 | | | 14704901 
|_67 _|DY4 Systems Inc. ON | 353,988 | 14,168,537 | | ca 14,522,525 
| 68 |Hope Brook Gold inc. L | 14,000,000 _| | deg _ 14,000,000 
69 acme cag ato NS | | | 13,600,000 13,600,000 
ESS AL amecaters Pees WE | SE rie, PIE 
| 2 ° | | al 
70 |Plerting Pulp Chemicals | qu |» 12,092,500 | 459,600 12,552,100 
CRE gy! bE L | —+--— —- Mipisy ote + 
71 a Foe PORE awd geo sob | 2,200,000 | | | 12,462,500 | 
72__|Mitel Corporation | QU, 1,490,000 | 2,100,000 | 8,868,398 | er) Geese GE 12,458,398 
73 _|Rolls-Royce(Canada) Ltd. | QU | 17,000 | 11,635,250 | 750,000 | Nel _| 12,402,250 
~——— + + + T = He ee et tae | 
74 | Fag Bearings Limited LON | 109,900 | 11,391,390 Acca 11,501,290 
75 _|Montupet Ltee. | Qu | | 11,300,000 | i a ah |__| 11,300,000 
APRs ss * direct loan ee te ee 


‘Top ten authorizations for ‘as year 1992-93 and 1993-94 


Top 10 Authorizations 92/93 | | Ton 10 Authorizations for 93/94 
‘Company name, rank, location | Amount a Company name, rank, location = ‘ | Amount 
1 |Pratt&Whitney Canada Inc. Longueuil, QU 131,000, 000 | | | \de Havilland Inc. ___|Downsview, ON _ 38,856,886 
2 __|Pratt&Whitney Canada Inc ‘Longueui, QU (48, 600, 000 [2 ‘Bombardier Canadair Dorval, QU —_—_ 14,000,000 | 
3 | Pratt&Whitney Canada Inc. ‘Longueuil QU | "17,000,000 | 3 ‘Bell Helicopter Textron Saint-Janvier, | 9,975,000 
4 _|Pratt&Whitney Canada Inc. _ Longueuil, QU_9,900,000 | see te a ee oe et 
5 _|ComDev Limited ‘camo dge, ON. 7,708,383 4 Mees Aerospace CA ioe ON | 9,401,000 
= HlgblenBawty'Inc. ‘Aiax,ON 7,124,000 | |5__{Allied Signal Aerospace CA Etobicoke, ON | 9,001,780 
Fae 3 ee | | \8 Bombardier Canadair [Dorval QU |_7790,000 | 

7 


7 __|Canadian Marconi Company —_ Montreal, QU | 6,555,600 | 
Les Technologies industrielles Le Gardeur, QU 6:222,000 | | |CAE Electronics Ltd. Saint Laurent, 7,301,370 


8 Isncin. ef | EE  _ ee 

g | Spar Aerospace Lid. Ste. Annede | 5:472,000 | SBME enact si Ma Aa aa Pi vs 
a _____ |Belleve,QU) | iS de Havilland inc, Downsview, ON | 6412,269 

10 [Bell Helicopter Textron Longueuil, QU 6,044, 140 | |10 | McDonnell Douglas CA ___|Mississauga,ON | 4,950,000 

ER oe ee ee “|244626,123| Total — ESS | 113,810,195 | 


os — = ae ee ae ee 


18 - VoL 10 No 2/98 


THE TAXPAYER 


Top ten countdown... 


By Dean Smith 

I have worked with the Canadian Taxpayers Federation 
for nearly six years and I am still amazed with the ways gov- 
emments waste our money. With this in mind I would like 
to give you my top ten government waste stories. As these 
are some of my personal favourites, they do not necessarily 
reflect the largest money losses. 


10. At least the Titanic could sink 
In 1984, the Department of Supply and Services awarded 
a $102,000 contract to design a new ship. When the bids 
were received in 1987, the department discovered it was go- 
ing to cost a lot more to build 
than first anticipated. The 

{he designer was commis- 

i sioned to come up 
with a new plan to 
reduce the cost by 
$1 million. The 
cost for this redes- 

ign was $60,000. 
When Ottawa 
awarded the bid to con- 
struct the ship in 1989, it was 
told by the builder that there were deficiencies in the design. 
The feds gave the original designer $13,000 to defend his 
plans against the builder’s accusations. In the process, 
Ottawa realized that there were indeed flaws and awarded a 
contract to the builder to redesign the ship at a cost of 
$300,000. By February 1991, the total estimated price tag for 
building the ship had increased by $1 million due to delays 
and modifications. In May 1991, after spending $475,000 to 
design the ship, the Department canceled the project because 
it ran out of money. 


oe 


(ppt 
a Bw | 
en oe 


cP faeeratree 


9. Missing the train 


In 1981, B.C. transit purchased five locomotives in Que- 
bec for a commuter rail project. While the government navel 
gazed, trying to decide how it would proceed with the pro- 
ject, the locomotives sat in storage in Ontario at a cost of 
$20,000 a year. Vandals damaged several units and the en- 
gines, which were not covered or winterized, deteriorated. In 
1996, B.C. transit finally decided that these engines would 
no longer be suitable. The B.C. government paid $662,000 


to purchase the locomotives, an additional $316,000 was 
spent on generators, $26,000 was paid on insurance, 
$210,000 on storage and $273,500 for interest payments on 
the money the government borrowed, so it could transform 
expensive transportation equipment into piles of rusting met- 
al. In total, it cost taxpayers $2.5 million. In 1996, the gov- 
ernment sold the locomotives for scrap, recouping $65,000 
in the process. 


8. Feeling a little squeamish 


In 1974, Ottawa signed a 71 year lease agreement with 
the Squamish Indian Band in B.C. to rent 55 acres of land. 
The government originally intended to build an environ- 
mental facility on the land. To date, this lease has cost tax- 
payers nearly $30 million and the government has done 
nothing with the property. Under the terms, the payments are 
based on the “best use formula.” This means that no matter 
what Ottawa does with the land, the band would receive rent 
based on the land’s maximum use potential. In addition, 
when the lease runs out any buildings constructed on the 
property will be turned over to the band. This particular lease 
was brought to the government’s attention in five different 
Auditor General’s reports and 17 years ago the Standing 
Committee on the Public Accounts recommended that some- 
thing be done about the deal. The government is currently 
sub-leasing a small portion of the property for a parking lot. 


7. Now ain’‘t that drand 


Foreign Affairs, known for its ex- 
travagance, has 74 grand pianos lo- 
cated in embassies from Lima, 
Peru to Jakarta, Indonesia. 
Today, these can range in 
value from $10,000 to 
$100,000. The Canadian 
embassy in Washington, 

D.C. has five grands. There is 
one in the drawing room of the 
official residence and another in 
the drawing room of the minister’s 

residence. The remaining three are in the chancery 

including one on the 6" floor foyer, another in the hospital- 
ity suite and a “concert” grand in the auditorium. Our embas- 
sies in Paris and England have three grands. This includes 
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one “concert” grand in both locations. While most music 
halls can get by with one grand piano, at Foreign Affairs 
they are little more than expensive decorations. 


6. Two weeks later!!! 

In 1990, Western Economic Diversification (WED) de- 
cided to loan money to the Edmonton-based Myrias Re- 
search Corporation to build a facility to manufacture super 
computers. On January 16, 1990, WED provided the first 
loan for $526,990. Two months later WED gave them an- 
other loan for $1,466,725. Myrias barely got that cheque 
cashed when the next one arrived on May 30, for $686,695. 
The fourth one hit Myrias’ doorstep 70 days later when on 
August 9, Myrias received $775,847. But the flood of 
money didn’t stop there. On October 5, the last cheque for 
$517,225 showed up. That was five loans in a matter of 10 
months totaling $3.97 million. On October 26, 1990, less 
than three weeks after receiving that final cheque, Myrias 
was placed into receivership. 


5. The world’s largest edo beater 


On the Gaspe Peninsula, which juts into the St. Lawrence 
River, sits the world’s largest egg beater. Called Eole, it was 
named after Aeolus, the Greek god of the winds. The name 
was quite ironic in retrospect, because millions of your tax 
dollars were thrown to the 
wind on this one. This 30-story 
wind turbine was the brain 
child of the National Research 
Council and Hydro Quebec. It 
was supposed to generate elec- 
tricity for Hydro Quebec. By 
1985, having already sunk $37 
million into the project, the two 
levels of government were 
ready to pull out. The sheer 
size of the turbine resulted in 
stress-related mechanical prob- 
lems. Maintenance costs were 
high, for example it cost 
$25,000 to rent a crane large 
enough to fix an oil leak. The 
wind velocities were also 
lower than expected. This 
should have been one of the 
first things considered before they built it. In 1986, Eole 
was sold to a Montreal engineering firm for $1 along with a 
contract from Hydro Quebec to buy electricity. When Hydro 
Quebec wouldn’t renew their contract, the engineering firm 
sold Eole in 1992 for $1 to a Montreal businessman who 
hoped to turn it into a tourist attraction. 


4. Don’t smile at the Customs officer 
In 1992, Tim Maloney took his Cocker Spaniel named 
Kate to Minneapolis to be inseminated. On his return, Ma- 
loney was charged $17.50 GST on the stud fee. The customs 
officer argued that because the insemination increased the 
dog’s value, GST was chargeable. “I laughed, I thought they 
were joking,” Maloney said, “but no they were dead serious, 
and they said no, we won’t release your dog to you until you 
pay the $17.50 GST.” When Maloney asked how they could 
tell the dog was pregnant, the customs officer said the dog 
seemed to be smiling. Maloney paid, but later fought the rul- 
ing and won. The government decided this was one service 
it didn’t need to tax. Well, Kate 
was pregnant, and her two pups 
were named, “Rebate” and 
“Here comes the taxman.” 


3. Expensive urinal 

In 1993, when you walked 
through one of the doorways at our 
National Art Gallery you passed un- 
der a urinal. Then you saw a shovel 
leaning against the wall, and a set of 
coats racks sitting on the floor. These 
were not the efforts of a slightly in- 
ebriated janitor. They were, in fact, 
works of art. The items were part of 
a 13-piece collection by a French artist 
named Michael Duchamp which the gallery purchased in » 
1971. Also included in this group was a hat rack hanging 
from the ceiling by a string and a bicycle rim sitting on a 
stool. So how much did the Gallery pay for these “works of 
art?” A urinal would set you back $400 and a shovel $18. 
But when these items become “art” that all changes. In fact, 
the Gallery purchased the package for $160,000 (1993 dol- 
lars) or $12,600 per item. To be fair, this price included a 
fancy name for each art piece. The shovel is called, “In ad- 
vance of a broken arm” and the urinal is named “Fountain.” 


2. Only $200 


In the early 1980s, a New Brunswick businessman ap- 
proached the federal government for help to build a 22-room 
motel. Ottawa coughed up a loan guarantee of $315,000, 
meaning the bank would lend the money but in case of de- 
fault the government would pay what was owing on the 
loan. By March 1982, the motel was in trouble and the bank 
called in the loan. Since the federal government was the 
guarantor they paid and became the proud owners of a new 
motel. When Ottawa decided to sell the property at an auc- 
tion, federal bureaucrats failed to put a reserve bid on the 
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motel. At the auction, it sold for $200. 
(Yes, you read that right - $200). The 
very next day the new owner sold it for 
$75,000 and two years later the property 
was appraised at $625,000. 


1. Bumdeal 

Plans by the Nova Scotia govern- Heit 
ment to install a high tech system to cover 
toilet seats in government buildings and hospitals went terri- 


250 high tech toilet seats was put on 
hold and they sat in a warehouse for a 
couple years. A local radio station ran 
a contest asking for suggestions on 
what the government should do with 
these seats. One wag suggested a unit 
be installed in the legislature as a con- 
stant reminder of government “waste”. 
The government was finally prodded 
into action and decided to sell them. To 
save even more embarrassment, this was 


bly awry. The $50,000 system was designed to slip a plastic 
cover over the seat after each flush. It was touted as a way to 
reduce chances of catching communicable diseases. How- 
ever, officials were concerned that people might think they 
could contract AIDS off toilet seats. So the installation of 


recent survey by the Ca- 

nadian Taxpayers Federa- 
tion shows an interesting slant on the 
tax-filing conundrum that many Cana- 
dians go through each spring. 

Between March 13 and March 24, 
the CTF contacted 300 Members of 
Parliament to determine whether or not 
they use computer software or profes- 
sional assistance to complete their 
1997 income-tax returns. Fifty-three 
MPs responded to the survey. 

The results were shocking. Of those 
who replied, 81% of MPs said they 
seek outside assistance and only 19% 
said they do their own tax returns. 
What was particularly disturbing were 
some of the additional comments re- 
ceived along with the results. For ex- 
ample, one replied “Far too complex 
these days, even though I’m a CMA.” 
Other comments ranged from, “Com- 
plexity out of control. Social engineer- 
ing, not tax collection.” to “It is 
becoming so complex it takes a good 
accountant and a Philadelphia lawyer 
to decipher it.” and “...far too cumber- 
some to do my own taxes [and]... I 
only get one T-4, single source in- 


come.” 

The survey is a strong ac- 
knowledgment by MPs that 
the Income Tax Act no longer 
works in the best interests of 
anyone save governments and 
the accounting industry. Wal- 
ter Robinson, federal director 
of the CTF said “This clearly 
points to the immediate need 
for tax reform and simplifica- 
tion. This MP response rate of 
seeking assistance is double 
the national average among 
ordinary taxpayers." 

Canada’s Income Tax Act 
runs to more than 1,400 pages 
with another 700 pages of 
rules and regulations. Robin- 
son called on the government to sim- 
plify the tax system instead of compli- 
cating it further with countless 
deductions as was seen in the 1998 
budget. “We are calling on Revenue 
Minister Dhaliwal to drastically reduce 
the complexity of the system for the 
1998 tax year. It is a disgrace when 
senior citizens and fixed-income indi- 
viduals have to fill out seven or more 
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done as far away from the Nova Scotia Legislature as possi- 
ble. The seats were shipped to an auction house in Ontario 
and sold for a grand total of $300. But the tale doesn’t end 
here. Shipping and auctioneer costs came to $424. Nova Sco- 
tia taxpayers lost another $124 on the deal. 


3 The original 1917 income tax act was 20 pages long 
compared to today's income tax act which now 
takes up over 2,000 pages. 


pages of the short form tax return.” 

Of the Members who participated 
in the survey, 28 were members of the 
Reform Party, 13 Progressive Conser- 
vatives, 10 Liberals, one NDP and one 
Independent. The Bloc notified the 
CTF they would not respond to the 
questionnaire. Robinson said concerns 
about the complexity of the income tax 
system crossed all partisan lines. 


Waiter Robinson, the 
Federation’s Federal 
Director 


“We don’t want to 
be paying people 
75 grand a year to 
knock on a door 
for a throne 
speech. Buy a door 
bell.” 

Walter Robinson, 


Toronto Star, October, 
1997 


10 months and counting .. 


n July 1997, the Canadian Taxpayers Federation (CTF) set up a per- 

manent office in Ottawa. Just a few minutes walk from Parliament 
Hill, it is an ideal spot to keep an eye on how politicians are spending your 
tax dollars. 

Walter Robinson, who was hired to serve as the CTF’s Federal Director, 
didn’t waste any time jumping into the fray. In his first month, he blew the 
whistle on over $200 million in defaulted loans under the Small Business 
Loans Act. This story proved to be a baptism by fire and was carried by ma- 
jor media outlets across Canada. 

With less than a year under this belt, Walter has adjusted to the hectic 
schedule demanded by this position. A typical 10 to 12 hour day consists of 
keeping current with the issues by combing the newspapers, reading govern- 
ment reports and news releases, updating our web site, keeping in contact 
with government bureaucrats, and following the debates of various House 
of Commons and Senate committees. 

Since his arrival, Walter has commented on issues ranging from why 
the usher of the Senate earns $75,000 a year to the massive increase in CPP 
premiums. Working with the media has become an important part of Wal- 
ter’s job. As the chart on page 23 indicates, he made over 537 media con- 
tacts in the past 10 months, including a phenomenal 106 hits in February 
alone. He has been interviewed in the media from one end of the country to 
the other from the St. John’s Evening Telegram interview on medical re- 
search funding to answering questions on an open line radio program in 
Vancouver on MPs’ compensation. He also appeared on CBC National 
News, the CBC News Magazine, Politics on CBC Newsworld, Canada 
AM, RDI, talk radio in every province and CTV’s Sunday Edition with 
Mike Duffy. At home in both official languages, Walter has even carved out 
a niche in the Quebec media. 

In addition, Walter prepares news releases, writes presentations and 
studies. He also writes Let's Talk Taxes columns which are sent to weekly 
papers across Canada, and he has been asked to write special editorials for 
such major newspapers as the Ottawa Sun, Ottawa Citizen and Calgary 
Herald. 

Walter also dedicates a significant part of his time to uncovering govern- 
ment waste. He regularly makes Access to Information requests on issues 
of spending. In the process, he has become quite adept at stick handling his 
way through the bureaucracy, which spends as much time trying to hide the 
information as it does in providing it. In particular, the corporate welfare 
study found in this issue of The Taxpayer required several Access to Infor- 
mation requests before Industry Canada coughed up the information. 

“The ee tried all the old tricks,” Walter said. ae returned 
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our cheque saying they would handle the request outside of Access. Of 
course, this meant they didn’t have to follow the law and we were eventu- 
La Presse clipping reads “A waste of $11 ally forced to reapply. But in the process they bought more time.” 
billion.” But Walter’s tenacity has paid off. In re- 
sponse to his Op-Eds, access requests and Let's 


Moat rtak 
vendreds 17 svrtt 1998 
p44 anade Ne 178 


e Siegen Sehuers Talk Taxes columns, officials from a variety of 
Lia % ress y Sia departments including Indian Affairs, Reve- 


nue Canada and Industry Canada have re- 


PUES _ quested meetings with him to try and limit the 

Un ia gaspillage » de 1 ] milliards damage. To no avail, of course. 

: A “We've even started getting some of the pro- 

La Fédération des contribuables canadiens dénonce Vaide accordée eyia) brown envelopes. There are people in 

aux entreprises par Ottawa au cours des 3 ig the government who are just as concerned 

Siar Ls ree. OTTAWA ~ about the waste as we are.” 

La Pie nates <oncgtiiiie Brown envelopes have arrived on everything from helicopter purchases 
to bureaucrat expense accounts. Walter said this clearly highlights the need 
for more open government and whistle-blowing legislation that would pro- 
tect bureaucrats concerned about wasteful spending. 

Unfortunately, Walter’s growing profile has caused some problems. 
“Now, because I am more recognized,” he says, “civil servants are request- 
ing clandestine meetings with me on Saturday mornings in obscure cafes in 
the suburbs as opposed to crowded restaurants at the foot of Parliament 
Hill.” 

In particular, Walter went on the offensive claiming that whistle blow- 
ing legislation would have prevented one senior civil servant at Revenue 
Canada from engaging in some of his illegal activities. 

“Since his activities affected other people, these individuals obviously 
knew but didn’t come forward because they were scared of losing their 
jobs,” Walter said. “Whistle blowing legislation would protect bureaucrats 
when they expose waste and abuse. It would also save taxpayers some 
money.” 


Media/activity report 


__Television — 


Newspaper : _| 198 | [Interviews 


Magazine Live television 
r i — a a - ae —_ — —- ee 


(Freelance jourmalists Other 


Lettertothe editor _ Se aaa Y__| | Presentations/reports __ 


Opinion page editorial(Op-Ed) shes OS | New releases 


| Meeting with editorial boards of newspapers _ er ane | Media Advisory 


Radio _____|  |Press conference/event 


|Radio ah 31 | Background information _ 


\LiveRadio es ___| 14 |  |Speaking engagements: 
| Talkshow radio 
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The following are some of the other more significant issues our national 
| office has tackled over the past nine months, including: 


The federal budget circus 


ast fall, the battle for a tax-cut in this year’s federal budget started 
with Walter’s pre-budget presentation. He sent out a number of 
| news releases calling on Ottawa to cut taxes, and when the budget finally 
he 1998 came down in February, Walter participated in the federal budget circus on 
gen Parliament Hill. He gave over 50 media inter- 
views and was featured on all three major Eng- 
lish TV networks and both French networks as 
well as several independent stations. He par- 
ticularly caught everyone’s attention as he 
wore the CTF’s “Tax Me, I’m Canadian” hat. 
einen SG mages : The hat even got a chuckle out of Lloyd 
= es tao oh Robertson in his interview with CTV. Next to 
— the CFIB and the Auto Workers, the CTF was 
gil the most sought after organization in the me- 
. J  diacommentary room on the hill - a remark- 
Siete a ‘tec ; i 
able achievement since he had only been there 
for 8 months. His Let’s Talk Taxes column, which 
compared Paul Martin to the Energizer bunny, was published as an Opinion 
Editorial (Op-Ed) in the Ottawa Citizen and as a guest column in the 
Toronto Sun. 


| 's euest editorial 
Walter's gue he Ottawa Times. 


| federal budget in t 


5 


- 
MAKCH u THE OTTAWA IME 
CHAPREL 1998 TIMES. 


anadians not T 


| MDs) compensation 


n February, the CTF made a submission to the Blais Commission 
which was looking at the compensation package for MPs and Sena- 

| tors. In the report, Walter pressed for elimination of MPs’ million dollar 
pensions and elimination of unaccountable expense allowances. The CTF 

| can claim a partial victory for the full disclosure of real salary levels for 

| MPs. In fact, one Liberal MP complained in the Hill Times that the commis- 
sion had caved in to the CTF when it recommended its changes to the 
CTF’s compensation. The changes proposed were a good first step, but far 


| . 
“Tt means the Canadian from acceptable from a taxpayer perspective. The fight still continues to 
| Taxpayers Federation abolish the gold-plated MP pension plan and Walter has requested to appear 
can't accuse them of suck- before the House Committee on Procedure which will study this issue. 
ing at the trough.” 
Liberal MP Carolyn Parrish com- 
menting on the Blais Commission The CPP battle 
| ge ha which — n the battle over massive premium increases to the Canada Pension 
S' tax-free allowances and al- Plan, Walter has been waging an active campaign. In December, h 
lowed MPs to opt out of their gold- j wid id prec 


| i delivered 25,000 petitions to Finance Minister Paul Martin opposing the in- 

| plated pension plan. - Hill Times, ‘ , : ; 

| February, 1998 crease. On Friday December 12, when the premiers met to discuss the is- 

a sue, Walter spent two and a half hours outside in -12 degrees and freezing 

rain with a huge banner that read: “Dear Premiers, just say no to Ottawa’s 
$48 billion tax grab.” When the Senate met a week later to discuss passage 
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of the the bill, Walter made a impassioned presentation 

to the Senate committee urging them to defeat the bill. 
“Tt was kind of ironic, because my report followed 

right on the heels of Martin’s presentation. The Sena- 
tors got an earful on both sides of the issue with our 
presentations. But they seemed to like what I had to say 
because they thanked me for my provocative presenta- 
tion.” 


Calling for accountability on Indian reserves 


hen CTF researchers started to address the 

lack of accountability for spending on Indian 
reserves, it proved to be a powderkeg issue. In a four day 
whirl-wind tour of Saskatchewan, Walter met with con- 

cerned natives and spoke at a meeting sponsored by the 

First Nations Coalition for Accountability. He met with a number of Indian 
groups who were concerned about questionable spending and called for fo- 
rensic audits of Indian bands. Former chief Blaine Favel, of the Federations 
of Saskatchewan Indian Nations (FSIN), was so incensed by Walter’s re- 
marks that he called them “racist.” Favel threatened to sue the CTF and chal- 
lenged our federal director to a public debate on accountability. 

“He was probably shocked when I agreed to debate him,” Walter said, 
“but we had plenty of information and more was arriving all the time.” 
Favel quickly backtracked denying he had ever challenged Walter to such a 
debate. Then there were problems with finding a suitable venue for the de- 
bate... 

“The CBC radio even offered to broadcast the debate,” Walter said, “but 
in the end, I heard that Favel said they (CBC) were biased which probably 
explains why he pulled out.” 


Walter being interviewed on 
Parliament Hill. 


| | . work on Parliament Hill has certainly had its lighter moments. 
Earlier, this past fall, Walter felt quite uncomfortable by the sus- 
pect looks he received every time he parked his car at a garage near his of- 


Walter’s Op-Ed on Indian Affairs 
published in the Calgary Herald. 


CALGARY HE 


LEAKED LETTER 


‘Indian Affairs minister owes ant apol 


RALB 


fice. Finally, he explored the directory board of the 
building where he parks and discovered that it was 
home to a variety of tenants including some of Reve- 
nue Canada’s senior management. 
Walter saw first hand the extravagance of the 


bite meade life on the Hill. On a recent trip back to Ottawa 
sa renin ol he De creme Teate p 5 : ES 
fre akg rnp SETUP Seen rene: Pte peck os from Regina, the political symbolism of flying in 
thete wad puR FUR nd true secon  Comaission Report cr. * 
Mor car epsom WT DE aseseumenaatattie iuuraiomen ect Carmona business class was not lost on many passengers. As 


our federal director made his way back to his econ- 
omy seat, he and other passengers could not ignore 
the fact that federal NDP leader Alexa McDonough 
was comfortably ensconced in her first class seat. Ah 
yes, jacuzzi socialism is alive and well ... and who 
pays for those MP travel privileges? 
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It’s not your imagination 


PAUL MARTIN REALLY IS IGNORING THE DEBT 


Why Ottawa’s Debt Reduction “Plan” Pales in Comparison to Alberta's Record 


By Mark Milke 


n the last issue of The Taxpayer, CTF Federal Director 

Walter Robinson pointed out how much of Ottawa’s 
newly balanced budget was due to your blood, sweat, and 
taxes. In this issue, we examine how federal Finance Minis- 
ter Paul Martin and his colleagues plan to tackle the $583 bil- 
lion debt. As it happens, Ottawa’s “plan” is tentative, too 
little, and much too late. This becomes painfully obvious 
when one compares Ottawa’s approach with Alberta’s track 
record. 

In 1994, Alberta’s net debt was $8.3 billion, while the fed- 
eral debt was $508.2 billion. Unlike their federal counter- 
parts, politicians in Alberta put their commitment to fix the 
province’s fiscal woes into law. A Deficit Elimination Act 
was passed in 1993 to deal with overspending. In 1995, Pre- 
mier Ralph Klein’s government passed the Government Ac- 
countability Act which mandated honesty in government 
budgeting — no hiding spending. As 


explanation of the 
various debts) 


fell from a "T don't 
high of $1.6 

billion in think 
1995 to $1.2 balanced 
billion in budget 
1998 and it is legislation 


forecast to fall 


to $1 billion 
in 2000. 
Compare 
that to 
Ottawa 
where inter- 
est on the 
federal debt 


works." 
Paul 
Martin, 
March 7, 
1998 


a nice touch, they also passed the 
Taxpayer Protection Act that gives 
Albertans a referendum vote on any 
proposed provincial sales tax. 

Both governments benefited from 
a growing tax base, but Alberta’s 
early commitment to balanced budg- 
ets meant that it started paying down 
the debt in 1994-95. As a result, Al- 
berta’s “net” debt now stands at $1.4 
billion. Meanwhile, Jean Chretien 
and Paul Martin fiddled while defi- 
cits piled up. The federal debt rose 
from $508.2 billion to $583.2 billion. 

Ottawa’s irresponsibly slow ap- 
proach added $74 billion to Can- 
ada’s national debt. If the Liberals 
had a mascot for their debt reduction 
plans, the snail would be a perfect 
candidate. Jean Chretien, Paul Mar- 
tin and Co. have promised to put $3 
billion a year into a surplus fund 
over the next two years and then ap- 
ply it to the debt if such money is not 
needed elsewhere. 

Ottawa’s approach will cost you 
plenty. Interest costs on Alberta’s ac- 
cumulated debt (*see accompanying 


A comparison of the growth of 
the federal and Alberta "net' debts* 


In billions of dollars $574.3 


*The "net" Alberta debt is arrived at by subtracting the province's assets from its liabilities. According to Robert Mansell, an 
economist at the University of Calgary, this would be an "apples to apples" comparison of net federal debt and net 
provincial debt. Taxpayers, of course, must still pay interest on Alberta's entire accumulated debt, which as of March 31, 1998 
was forecast to be $13.8 billion. That required over $1.1 billion in interest payments in fiscal year 1997-989. 
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$583.2 $583.2 


es ccc 
1995-1996 1996-1997 1997-1998 


THE TAXPAYER 


rose from almost $39 billion in 1994, to $46.9 billion in 
1996, and will cost Canadians $41.5 billion in 1998. That’s 
$3,000 for every working Canadian this year. Put another 
way, in the three minutes it took you to read this article, 
$250,000 of our tax dollars went to pay interest on the fed- 


eral debt. 


ike many Canadians ~ 

you probably waited until the 
last moment to send in your tax 
forms. For those easily confused by 
the all the schedules, T-4 slips, boxes, 
credits, and deductions —- allow me 
to simplify the process for next 
year. First, take the total amount 
of income tax you paid this 
year. Second, send a bigger 
cheque next year. 

According to Statistics 
Canada, income taxes con- 
tinue to eat up a growing 
percentage of an average 
household’s budget. Since 
1992, this tax bill has 
grown by 15% compared to 
only an 8% increase in total 
household spending. In other 
words, your income tax bill is out- 
stripping the cost of living by a two- 
to-one margin. 

This trend is further supported by a recent 
study from the C.D. Howe Institute. Entitled Mar- 
ginal Tax Rates in Canada: High and Getting Higher, the 
study shows that, on average, Canadians are paying an in- 
creasing portion of every extra dollar they earn in taxes. 

And this trend will continue into the next century. 

The study found that the average marginal tax rate for per- 
sonal income tax rose from 12.2% in 1950 to 36.5% in 1994 
— and this is only half of the story. 

When you consider al] the other taxes that fall on income 
and expenditures — sales and excise taxes, employment insur- 
ance, CPP contributions, and clawbacks of social assistance 
benefits — the average marginal tax rate jumps to 51%. 

In other words, for every extra dollar you earn, expect to 
hand over half of it to the tax collector. 

As the study points out, high marginal taxes act as a pow- 
erful disincentive to work, save and invest. Basically, at 


By Robert Pauliszyn 


The bad news is — interest costs are forecast to jump 
again to $45 billion in the year 2000. You might as well en- 
joy the new millennium, because with Paul Martin’s debt re- 
payment “plan,” Canada will be halfway into the 22™4 
century, still taxing your great, great, great, great grandchil- 
dren to pay off the federal debt. JJ 


such a high 
rate, why bother 
earning an extra buck 
when the bulk of it goes into 
government coffers? 

This distortionary effect is so 
strong it is estimated that for every 
additional dollar the government tries 
to collect through higher taxes, eco- 
nomic growth shrinks by $0.45. Be- 
cause of this, governments could 
increase their revenues substantially 

—~ not by raising taxes but by cut- 

ting them to encourage economic 

growth. 
Unfortunately, as the study 
points out, the average marginal 
tax rate is projected to climb even 
higher to 55% with a correspond- 
ing shrinkage in the economy of 
$0.58 for each additional dollar of 
tax revenue collected. 

One of the main culprits driving up 

the rate is “bracket creep.” Since 1987, in- 
come tax brackets and credits have not 

been fully adjusted to keep up with inflation. 
Other culprits include the projected doubling of CPP 

premiums to 9.9% and the clawback of the new seniors bene- 
fit, all of which push up the average marginal tax rate. 

While Paul Martin’s 1998 federal budget included a few 
measures to reduce the burden for some low- and middle-in- 
come earners, the reforms are very modest and fail to im- 
prove the situation for the vast majority of taxpayers. 

The C.D. Howe study serves as a wake up call. The fre- 
quent complaints about high tax rates are more than justified 
and the need for broad-based tax cuts is pressing. 

The implications are clear: tax cuts aren’t just good poli- 
tics, they’re good economics. Easing the cost of taxes will 
do much to encourage rising incomes, job creation and eco- 
nomic growth — all the good things our political leaders talk 
about during elections but fail to deliver in practice.me 
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Deception 


By Troy Lanigan 


The day after the recent provin- 
cial budget, newspaper head- 
lines proclaimed “‘tax cuts 
aimed at sparking economy” 
and “taxpayers finally get a 
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break”. It’s testimony to how 
skilled the government is at 
spinning its message. Take the 
so-called tax cuts as one exam- 
ple. 


BRITISH. COLUMBIA 


The budget forecasts $52 million in tax reductions over 
the next twelve months. But further down the ledger is a 
$261-million increase in “contributions from government 
enterprises” dwarfing five-fold any so-called “break”. The 
government is gambling on more gaming revenue, liquor 
and electricity consumption. You may not think of your 
Hydro bill as a tax bill, but increasingly that’s exactly what 
it is. 

Second, put the $52 million into context. In this gov- 
ernment’s first budget — tabled by Finance Minister Glen 
Clark in 1992 — taxes were raised by $760-million. They 
were raised by an even higher amount in 1993. [ don’t 
know about you, but if you take $15 out of one pocket and 
then tuck $1 dollar back six years later it’s hard to see 
where the “break” is. 

Others point out that at least the incremental nature of 
tax increases has reversed. Nonsense. Gouging by Crown 
corporations is hidden, the effects of “bracket creep” (de- 
indexing of income tax brackets) remain intact and our 
CPP taxes will nearly double over the next five years. Tax- 
payers are far worse off this year than last and will be even 
worse off next year. The provincial government’s commit- 
ment to reduce provincial income tax by two percent next 
year amounts to 14 cents a day for the average taxpayer 
earning $35,000. This isn’t enough to buy a pack of gum, 
let alone reverse the rising tax burden. 

Disbelief on tax relief is surpassed only by disbelief of 
the government is forecast $95-million deficit. Like tax _ 
hikes that are shuffled off under the guise of “government 
enterprises,” so too is spending. Over the past several 
budgets, spending in areas like silviculture, highways and 
even motor vehicle licensing have been taken out of the 
main reporting entity and moved into a myriad of agencies 


ing in on Finance Minister Joy MacPhail’s first 

budget. Four days after unveiling her 1998/99 
Budget, the Canadian Bond Rating Service down- 
graded British Columbia’s credit rating from AA-plus 
to AA. This now puts B.C. one notch below Alberta’s 
AA-plus rating, the highest in Canada. 

The credit rating agency cited the drastic rise in 
provincial debt over the last eight years — including a 
$1.2 billion jump this year alone — as a major factor 
behind the downgrade to a credit rating that is now 
“exposed to a slowing economy.” 


f didn’t take long for the verdicts to start com- 


and enterprises. 

This is why the Auditor General continues to recom- 
mend “Summary Financial Statements,” which encompass 
all government agencies and enterprises, be used to report 
the province’s financial position. On this basis, the govern- 
ment under-reported its deficit by a factor of ten —- com- 
ing in at a whopping $949 million. Indeed, by any proper 
measure, the government’s deficit is actually increasing — 
not decreasing. 

It struck observers over the past few months that the 
Clark government was limiting its budget options to just 
two choices: deficit reduction or tax cuts. Did it occur to 
Mr. Clark that trimming the 20-plus billion tax dollars it 
spends each year was also an option? The public sector 
wage bill, reduced business handouts and capital spending, 
tightened welfare eligibility, privatized crown corpora- 
tions, and reduced debt interest costs were things other 
provinces did to get their fiscal houses in order. As for 
those programs the government does support, the budget 
reminds us each year how little there is by way of perform- 
ance measures or program reviews. 

The economy needs a shot in the arm. The budget fore- 
casts B.C.’s growth at one-third the national rate in 1998. 
Our share of the national tax base is shrinking. Tepid tax 
cuts and the continued clouding of the province’s financial 
picture do little to convince skeptical investors and belea- 
guered taxpayers that B.C. is on the road to economic re- 
covery@. 


Revenue measures (taxes) 
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Robert Pauliszyn 


ollowing the Supreme Court of Canada’s Delga- 

muukw ruling on native title this past December, Pre- 
mier Clark assured British Columbians that a treaty with 
the Nisga’a band would be signed in 1998. You would 
think, then, that the cost of the agreement would be fully 
reflected in the recent provincial budget. Think again. 

The Estimates show that Finance Minister Joy 
MacPhail set aside $31.4 million for the Ministry of Abo- 
riginal Affairs: $334,000 to run the Minister’s office; 
$13.3 million for treaty negotiations; $12.7 million for 
support to negotiations; and 
$2.9 million for the First 
Citizen’s Fund. The last 
item on the list is treaty set- 
tlement and implementa- 
tion costs: $2.2 million or 
$11.7 million over the next 
five years. 

What’s this? A bargain 
basement treaty for only 
$11.7 million over five 
years? 

It sounds too good to be 
true... and it is. The real 
cost of settling the Nisga’a 
claim won't be fully de- 
tailed in any budget docu- 
ment. 

When the government 
first signed the Nisga’a 
Agreement in Principle in 
February of 1996, the gov- 
ernment said it would cost 
$190 million in cash and 
1,930 square kilometers of 


A new coalition 
wants to make 

sure your batiot 
counts ips 


P WIOTORIAS ONLY NEWS & ENTERTAINMENT MAGAZING 


The CTF’s support of recall made it the 
cover story in the Monday Magazine. 


land valued by federal ne- 
gotiators at $36 million. 
The federal government 
will pick up the bulk 
of the cash settle- 
ment ($175 million) 
with the provincial 
government on the 
hook for $14.5 million 
and 100% of the land 
component for treaty set- 
tlements. The Province 
will also kick in $6.3 million so the Nisga’a band can pur- 
chase commercial fishing vessels and licenses. 

So, if you look narrowly at the $20.8 million cash com- 
ponent, an annual payment of $2.2 million over 10 years 
appears reasonable. The problem is that the true cost is 
far greater than the narrow transfer of cash. Massive trans- 
fers of land and natural resource rights comprise the bulk 
of the cost, none of which will ever be added up and pre- 
sented as a bottom line figure. 

For example, the provincial and federal governments 
have grossly undervalued the land component. Inde- 
pendent assessments of the timber resources alone fall in 
the $350 to $490 million range. Toss in other economic 
benefits — such as mineral and fish- 
ing rights; up to $200 million in re- 
forestation funding from Forest Re- 
newal BC; $59 million for inflation 
or interest costs; $122 million for 
the Nisga’a Highway; $21 million 
for a commercial fishery program 
and fisheries trust; an estimated 
$100 million in compensation to 
forestry, fishing and other commer- 
cial interests for loss of their ten- 
ures; and several million dollars to 
fund the Nisga’a self-government — 
and the total cost will run some- 
where between | to 2.5 billion dol- 
lars. 

That’s right, the real cost will be 
in the billions — and that’s just for 
one signed treaty covering a band 
with 5,125 people. There are at 
jeast another 47 treaties currently in 
various stages of negotiation. 

Even this might not be enough 
to satisfy the Nisga’a. In light of 
the December 11 1997 Supreme 
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Court of Canada’s Delgamuukw ruling on native title, the a starting point on which new demands will be placed. 


Nisga’a Tribal Council is reviewing the 1996 Agreement If the final agreement does end up costing the Province 
in Principle. In other words, the whole treaty negotiation even more, there’s one thing you can be certain about, the 
process could be put back to square one. This time bottom line won’t be clearly detailed in the provincial 
around, however, the Agreement in Principle will provide budget. 


Columbia's $29.2 | $30.0 | billion | 
boa ~ billion | billion 


y ! 
i 


hy fiscal year 
Source the B.C. Public Accounts & 
Budget Report 
* estimated 


Total 
government debt 


NT I stig (cic) and taxpayer supported debt 


Taxpayer 
supported debt 
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By Mark Milke 


or the past year and a half, the Canadian Taxpay- 

ers Federation has advocated a Mandatory Retire- 

ment Savings Plan (MRSP) as an alternative to 
the state-run Canada Pension Plan (CPP). Naturally, 
Ottawa chose to raise your CPP taxes rather than enact 
real pension reform. Never mind that variants of the 
CTF’s proposal already work in the United Kingdom and 
Chile where citizens have the option to invest their own 
money in their own future. 

Don’t think though that the federal government is 
against investing pension money in private markets. 
They rather like the idea — but only if Ottawa gets to de- 
cide where to put your money. Say hello to sleepless 
nights. As of this year, Ottawa is set to invest some of 
your pension tax dollars in private markets. The risk is not 
from the stock markets. Quebec’s pension plan funds have 
been invested in the stock markets since the 1960s and has 
doubled the CPP’s rate of return. The real risk is political 
interference, especially from politicians out to buy votes. 
“Political Risk Exhibit A” is 1990 Liberal leadership 

candidate Paul Martin. Back then, Mr. Martin advocated 
channeling CPP money into regional slush funds. In an in- 
terview with the Toronto Star, Paul Martin said his pro- 
posed fund would buy shares or make loans to businesses 


with the expectation of making a profit. This should set off 
alarm bells, especially for Albertans who watched the prov- 


ince buy shares and loan taxpayer money to businesses 
with the expectation of making a profit. 18 years worth of 


ENSION MONEY? 


that cost Alberta taxpayers $2.5 bil- 
lion in loan and investment losses. 

The CTF will keep up the fight 
for an MRSP, but in the meantime 
here are some recommendations that 
the Alberta Division, on behalf of 
the Federation, submitted to the Sen- 
ate Committee on Banking, Trade 
and Commerce. 

Our two goals were simple, 
though difficult to balance. Keep po- 
litical appointees off the Investment 
Board to remove the influence of 
partisan politics as much as possi- 
ble, yet keep the board accountable 
to MPs, who are theoretically ac- 
countable to Canadians. 


WHAT DID THE GIF RECOMMEND? 


he CPP Investment Board should be comprised of 
non-elected, non-partisan, non public-service pri- 
vate citizens whose qualifications are equal to or 
greater than those required for similar positions in the pri- 
vate sector. They should forego political party member- 
ships while serving on the Investment Board. 
A Parliamentary Special Committee should be estab- 
lished to oversee the Investment Board. The Committee - 
not the Investment Board - would contain MPs from all po- 


In 1990, Paul 
Martin 
advocated using 
Canada Pension 


Plan tax dollars 
for “regional 
development 


>. funds.” 
; / = 
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litical parties relative to their House of Commons stand- 
ings. The Parliamentary Committee could appoint or fire 
Investment Board members, but it cannot interfere in the 
Board’s decisions. The very existence of such a committee 
would also remove the concentrated power that exists in 
the Finance Minister’s office. 

The Committee should install or remove members of 
the Investment Board based on the approval of at least two- 
thirds of the Committee. This would prevent an MP from 
exercising a “veto” over the Investment Board, which 
would result if unanimous approval was required. A two- 
thirds rule would also prevent “rubber stamping,” since a 
simple majority of the Committee members would come 
from a government that possess a majority in Parliament. 

The sole goal should be to maximize returns with a 
minimum of risk; thus foreign investment of the fund 
should not be limited to Canada in any way, nor to any re- 
gions within Canada. If this is not the case, the Investment 
Board could be politically coerced into risky investments, 
i.e. bailing out businesses in a politician’s riding. 

The Auditor General within four months of his report 
on the CPP Investment Board must have complete access 
to the all the affairs of the Investment Board and the Parlia- 
mentary Special Committee. The Investment Board should 
be required to respond to specific questions and critiques 
of the Auditor within four months of his report on the CPP. 

Both the Board and the Committee should be subject to 
the federal Access to Information Act. Disclosure should 
only be limited in cases where information would compro- 
mise the ability of the Board to invest properly, or where 
privacy concerns would nor- 
mally apply. 


$0 WHAT DID THE SENATE 
COMMITTEE RECOMMEND? 


(The CTF response is in italics.) 


he Senate Committee 

agreed with our recom- 

mendation (also sug- 
gested by others) that the fund 
not be handicapped by foreign 
content rules. However, they 
suggested that the foreign con- 
tent limit only be raised from 
20% to 30% over five years 
and that the Finance Minister 
eliminate the limit “at some 
point in the future.” 

The CTF still recommends 


that there should be no foreign content limits from day one. 
They recommended that the Investment Board’s Annual 


cision be referred to appropiate committees in the Senate, 


‘Your retirement money 


Estimates of your CPP taxes available to the CPP Investment 
: Board and total CPP assets. 


“The f following is isa a breakdown of the projected funds Total CPP 
to be held by the investment board at year end assets at year 
$hillion| Scenario1* | Scenarioz* | °°" 

fs i eae |] ____ $0.3 | $36 
ae Oe 4 ee a ee 
mer |. aD 6.0 38 
2001" | ie ee See 42 | 
2002" | —s:11.0 | 20.0 48 

: ieee TE ee a 
j2003": | 19.0 | 30.0 56 
Rene eS a, =~ Cae 64 
wae ae" Pea 51.0 73 
2006" | 47.0 | 63.0 | 83 
12007" | 57.0 76.0 94 


‘have the option of rolling over that debt, which will determine how much 


|investment Board. _ 


* In the past, provinces have borrowed from the Benmie Pension Plan and 


money (Scenario 1 or 2 or an amount in-between) is available to the CPP 


** Total CPP assets at year end will be greater than either scenario be- 
cause some CPP funds are held in the operating reserve and some in out- 


|| Standing loans to the province. 


employed pay full deduction. 


hn 


“ite t2 counting dow ow the 
CPP premium tacreases — 


“ Wwayroll deduction for CPP by year. CPP taxes shared oe 
equally hy employer and employee. Self- 


ae ADL. 
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The CTF still recommends nes 


the House of Commons, and in (/ /, | “ 

provincial legislatures. , ay 4 wth UCC 

the creation of a permanent Par- 

liamentary Oversight Committee. 
They agreed that the duty of 4 0 

the Investment Board is to maxi- 6 

mize returns without undue risk rae 

of loss and rejected economic de- * 

velopment or social reasons that 

would compromise that objective. : d. if 
The CTF applauds this recom- | Nh CU Me mead pe 

mendation, since “economic de- | 

velopment” or “social reasons” | 


could easily be used to turn the | C% snapshot of —%lberta ‘4 19.98-I9 bu c 


Investment Fund into a political | “Albertans can take a clear message that the only way their taxes 
or regional “slush” fund. are going is down.” 
| Alberta Treasurer Stockwell Day 


HOW MUCH POWER By Mark Milke estimates). 


DOES ONE MAN HAVE | Alberta Treasurer Stockwell Day’s The accompanying chart shows Al- 
OVER YOUR PENSION 1998-99 budget contained some good berta’s planned spending for 1998-99 
news for taxpayers — a 1.5% cut in the at $13.9 billion. Given Alberta’s past 
MONEY? | provincial personal income tax rate, budget projections and subsequent 
| from 45.5% to 44% of the basic federal Overspending, real spending is likely to 
lenty, and here’s why: It’s | rate. be much higher. Note that the chart 
up to the Finance Minis- | That’s the good news. The bad news _— shows actual — not budgeted — spend- 
ter to implement “maxi- | is that death and taxes are still with us ing for previous years. 
mum measures of transparency.” | — specifically the flat tax and surtax. While politicians busy themselves 
That means he gets to decide | They were introduced in 1987 to deal with code words for new and higher 
what counts as maximum trans- with a deficit which has been gone spending like “re-investment,” thev 
parency. | since fiscal year 1994-95. 
The Finance Minister will still Before looking at next year’s SATURDAY 
be able to appoint the CPP Invest- | budget, let’s examine how the 
ment Board auditor. While the province did with the just-ended 
Senate Committee pointed out | 1997-98 fiscal year. At this time 
that most federal agencies and | last year, the 1997 Alberta Budget 
crown corporations cannot pick forecast program spending for the 
their own auditor, it would still 1997-98 program year (ending 
be preferable to name the Auditor March 31, 1998) to top out at 
General as the CPP Investment | $12.8 billion. The 1998 Budget 
Board auditor to ensure zero po- now forecasts actual 1997-98 
litical interference. spending (including one-time in- 
Most importantly: The Fi- frastructure grants of $390 mil- 
nance Minister will still pick the lion) at $13.7 billion. A late March 
committee to recommend Invest- update boosts that to $13.9 billion 
ment Board members. He then | ~—a $1 billion increase over what 
gets final say over who will sit on | was originally proposed, and $787 
the Investment Board. This could | Million over what was spent in 
be patronage heaven. And tax- | 1996-97, (a year which was itself 
payer hell.m $391 million over original budget 
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should remember that taxpayers continually re-evaluate 
how their after-tax dollars are spent. Just because govern- 
ments in Canada found efficiencies once in three decades 
should not mean the search is over for the next thirty years. 


be your last. 


Must governments spend money this year on what they 
spent money on last year? You may want to remind your 
MLA of these points, otherwise Mr. Day’s first tax cut will 


A comparison of Alberta government revenues and expenses 
_ Fiscal year 1993-94 to 2000-01 In millions of dollars * estimated So ee eal 
1993-94 1994-95 | 1995-96 1996-97 1997-98 1998-99 | 1999-00 2000-01 
2 a | forecast budget" target" | target” 
me TED aes sai 
is Revenue 20 ae 
Personal income tax _ 2,877 | 3,063 | 3,177 | 3445 | 3,840 3,836 _ | 3,990 4,152 
“Corporate income tax 854 1,073 1,332 1,407 | 1,709 1,642 1,685 1,755 
| School property tax " 1,168 | 1,196 | 1,205 | 1,169 Ap1B2* | 24,089 251,921 1,145 | 
_Other tax revenue : : | 1,053 | 1,126 1,112 1,157 1,210 1,208 | 1,248 | 1,285 
| Natural resource revenue 2,817 3,378 2,786 | 4,034 3,667 2,557 | 2,803 2,863 
| Investment income 1,269 | 1,004 | 1,182 1,094 | 1,126 in 925 | 918 893 | 
| Alberta municipal financing corp. _| 568 | 563 542 522: }'+ 510. |. 4840-443 412 
Other own-resource revenue | 2,684 2,828 | 2,502 { 2,568 2,646 2,004 | 2,548 2,599 
| Revenue cushion : | | | _(420) (449) | (462) 
| Total own-source revenue _ >=. see re 14,231 13,838 | 15,396 15,890 13,864 | 14,307 14,642 | 
Federal transfers | 2,090 | 1,929 1,748 1,351 1,199 1,295 1,345 1,370 
|Totalrevenue 15,380 16,160 | 15586 | 16,747 | 17,089 | 15,159 | 15652 | 16012 | 
Expense ee 
“Health | 4,002 | 3,799 3,618 3,835 | 4,094 | 4,206 4,368 4,484 4 
Basic & Advanced Education 4268 | 3918 | 3807 | 3816 | 4175 | 4,341 4481 | 4,579 
Social Services : 1,555. | 1,309 1,307_ 1,333..|_..1,353 1,375 1,398 | 1,433 
| Other program expense 5,393 4574 | 4,165 3,846 | 4,095 | 3,940 3,954 3,946 
Total program expense 15,218 | 13,600 | 12,897 12,930 13,717 13,862 14,201 | 14,442 
Debt servicing costs 1,533 1,622 + 1,538 | 1,328 | 1,168 | 1,093 1,039 | 1,028 
Total expense 16,751 15,222 14,435 14,258 14,885 14,955 15,240 | 15,470. 
Net change in capital assets ie 
Capital investment 305. | 265 | 261 196 gare. 279 233:2:.|. 3218 
Capital amortization (292) | (285) | (242) | (234) (232) | (240) | (245) | (246) 
| Net increase (decrease) in capital assets 133) (20) 19 (38) Bovis Ses G2 | 
_ Consolidated surplus (deficit) (1,384) O58 | -.1,182 =}. “25er 3) 52190 — |. na ee 424 570 
Financial assets ; Fe a ht Pe - Vase es 
Net assets (Net debt) subjecttoBBDRA | 8,313 7,355 4 6,223 | 3743 | 1,544 (959) | (86) | 946 | 
Unfunded pension obligations (5,066) (5,352) | (5,352) (4,981) | (4,930) (5,006) | (5,156) (5,324) | 
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The Road to Channel 
Lake 


Anatomy of a Scandal 


by Richard Truscott 

Since assuming power in 1991, the Romanow government 
has carefully cultivated the image of an “honest” alternative to 
the scandal-ridden days of the former PC administration. 

As revelations unfold about a little-known Crown subsidiary 
called Channel Lake, a pattern has emerged of patronage, neg- 
ligence, and deceit that leaves little doubt that the days of scandal 
are still alive and well in Saskatchewan. 

In 1993, SaskPower, a Saskatchewan Crown, bought the 
assets of an Alberta natural gas company for $25 million and set 
up a company called Channel Lake Petroleum Ltd. 

During the mid-nineties, Channel Lake lost $8 million in 
high risk natural gas speculations, despite being told by Sask- 
Power that they were not to engage in this type of activity. When 
SaskPower officials found this out they tried to sell Channel 
Lake by the fiscal year end and hide the losses in the final sale 
price. (If Channel Lake wasn’t sold by this deadline the losses 
would have been recorded separately in the financial statements 
tabled in the legislature.) In the rush to complete the sale and the 


cover-up, SaskPower Officials recklessly missed 
a change in the previously agreed to sale price 
causing taxpayers to be out millions of dollars. 

The story that has unfolded over the past few 
months leaves more questions than answers. Is there 
evidence of fraud, negligence, or conspiracy? 

You be the judge. 

We have filed a complaint with the RCMP asking 
them to inform us whether a criminal investigation 
is needed. 

The following is a chronological description of 
the key events surrounding the Channel Lake scan- 
dal. The details are gleaned from media stories, 
government documents, and the public statements 
of the individuals involved. 


I, 


Once upon-a-time, SaskPower decided it 
needed to buy a gas company to supply its 


power plants. 


Early 1990s 
SaskPower sets up an internal task 
force to examine issues related to natural 
gas supply and prices. A “consultant,” 
Lawrence Portigal, was appointed as 
chairman. Portigal was vice-president of 
SaskEnergy until 1990. 


November 1992 
Based on the Task Force’s recommen- 
dations, the SaskPower Board approved 


The problems started when employees 
: gambled on some unauthorized 
@ high-risk natural gas trading. 


9 


a policy that allowed the corporation to 
purchase natural gas reserves to fuel its 
power plants. 


March 1993 
SaskPower made an offer to purchase 
the natural gas properties of an Alberta- 
based company called Dynex Petroleum 
Ltd. for $25 million. 


April 1993 
The SaskPower Board approved the 
acquisition of the assets on the condi- 
tion that the new company, Chan- 
nel Lake Petroleum Ltd., not go 
“...beyond activities neces- 
sary to provide security of 
supply and predictability 
of price.” 


October 26, 


1994 
The Board of 
Channel Lake Petro- 
leum Ltd. was ap- 
pointed. The Board 
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was comprised of the president of Sask- 
Power Jack Messer, two vice-presidents, 
and SaskPower’s legal counsel. Messer, 
a personal friend of Premier Roy Roma- 
now, was the NDP’s campaign manager 
in the 1991 provincial election. Lawrence 
Portigal was appointed Channel Lake’s 
senior manager. 


December 1995 
Channel Lake engaged in up to $100 
million worth of unauthorized natural gas 
speculation throughout 1994 and 1995. 
In December 1995, Channel Lake’s 
Board retroactively authorized the natu- 
ral gas trading. 


September/November 1996 

In late 1996, two of Channel Lake’s 
partners in its risky gas speculation deals 
went bankrupt. Instead of purchasing 
natural gas from these companies at low 
prices, gas now had to be bought on the 
open market, resulting in losses of over 
$8 million. 


They lost a pile of money - 
nearly $8 million. 


November 7, 1996 
Due to concerns over the situation at 
Channel Lake, Messer informed Portigal 
that his consulting contract would be ter- 
minated effective December 20, 1996. 
The reasons given in the termination no- 
tice did not focus on the Channel Lake 
losses but on Portigal’s inability to secure 

cost savings on unrelated projects. 


November 27, 1996 
A Channel Lake Board meeting is 
held to discuss the trading losses. At some 
point, Portigal goes from being fired to 
being in charge of the multi-million sale 
of Channel Lake. 


December 1996 

Messer initiated an internal audit of 
Channel Lake’s trading losses. The re- 
port, completed at the end of January 
1997, concluded that the company’s ex- 
posure from the failed deals was $11 mil- 
lion. (For some unknown reason this 
report was not presented to the Sask- 
Power Board until April 23, 1997, several 
weeks after it approved the sale of Chan- 
nel Lake on March 27, 1997). 


December 6, 1996 
In response to being terminated, Por- 
tigal wrote a memo to Messer that raised 
the prospect of selling Channel Lake. 


January 13, 1997 
At a SaskPower Board meeting, the 
corporation’s management recom- 
mended selling Channel Lake, not be- 


cause of the losses, but because they be- 
lieved SaskPower no longer needed to 
own a natural gas company 


January 24, 1997 
An independent appraisal of 
Channel Lake’s assets placed 
the value of the company at 
$21.1 million, later adjusted to 
$20.3 million. Portigal ap- 
proached several potential 
buyers in early 1997, but “in 
the interests of time” no for- 
mal bidding process was con- 
ducted. 


February 28, 1997 

There were at least four separate of- 
fers on the table, including one by Direct 
Energy Marketing Limited (DEML) of 
Calgary dated February 28, 1997. DEML 
offered $27.7 million less $7.1 million to 
reflect the Channel Lake’s losses and an 
accounting adjustment. The offer was 
also contingent on 10-year contract to 
supply natural gas to SaskPower. Porti- 
gal’s report to the SaskPower Board on 
the various offers was very brief and con- 
tained no substantive comparison of the 
bids. 


March 11, 1997 
Portigal sent a memo to Messer stat- 
ing DEML’s offer was the only one that 
would allow a sale before the fiscal year 
ending March 31, 1997. By completing 
a deal by this deadline, SaskPower could 
avoid full public disclosure by 
packaging Channel Lake’s losses 
and sale together as a one line 
item in the financial statements 
tabled in the legislature. 


March 24, 
1997 


Senior Sask- 
Power and Chan- ) 
nel Lake officials, 
including Portigal, 
reviewed the in- 
itial offer from 
DEML. All 
agreed that the sale 
price was to be 


VoL 10 No 2/98 - 37 


>¢ 


Pulling a page out 
@ of Richard Nixon's 


campaign manual, 
they tried to cover- 
up the losses. 


j second draft. Porti- 


DASBATCHE WAN 


$20.8 million, after adjustments for 
Channel Lake’s trading losses. 


March 27, 1997 

The Crown Investments Corporation 
(CIC) directed SaskPower to table the 
1996 financial statements for Channel 
Lake. SaskPower responded that it was 
in the midst of negotiations to sell Chan- 
nel Lake and could not release financial 
information due to confidentiality rea- 
sons. 


March 27, 1997 

As a result of negotiations in early 
1997, a second draft of the sales agree- 
ment was prepared by DEML lawyers 
and resulted in a final offer of $20.7 mil- 
lion. The SaskPower Board was asked to 
approve the deal based on this draft. The 
Board received a written brief from Por- 
tigal that the proposed sale price was 
$20.8 million; no reference to the trading 
losses was included. The deal was ap- 
proved. 


March 31, 1997 

DEML officials initiated more revi- 
sions, resulting in a third draft. The third 
draft turns the $20.8 million from a “net” 
price into a “gross” price, and deducted 
the trading losses a second time. This 
reduced the final selling price from $20.8 
million to $15.6 million. This third draft 
was presented to Portigal as well as faxed 
by DEML’s lawyers to Portigal in Re- 
gina. But SaskPower officials claimed 
they never saw this third draft. In 
addition, Milner Fenerty, a Cal- 
gary law firm hired by Sask- 
Power to oversee the sale, 
failed to provide a copy to 
*SaskPower’s lawyers, as per 

their instructions. 


April 1, 1997 
SaskPower offi- 
cials signed the third 
and final draft of the 
sales agreement 
with the impres- 
sion that it was 
consistent with the 


f 


gal did not inform 


SASKATCHEWAN 


SaskPower officials of the significant 
changes between the second and third 
drafts and SaskPower officials signed the 
documents without reading them. 


April 1-4, 1997 

Portigal took the documents to Cal- 
gary to obtain the signatures of DEML 
officials. But before signing, DEML de- 
manded several additional changes to 
limit their exposure from the trading 
losses. Portigal made the changes and 
informed the SaskPower Board through a 
series of memos. With these last minute 
changes, DEML signed the deal on April 
3 and forwarded a $2.5 million deposit. 
Portigal also signed off on the changes, 
even though he had no authority to do so. 


April 29, 1997 
According to a letter written by 
DEML president Gary Drummond, Por- 
tigal received “a commitment regarding 
employment.” 


May 27 1997 
During routine discussions with 
DEML, SaskPower officials were 
shocked to discover the net proceeds to 
the corporation from the sale would only 
be $15 million. 


May 29, 1997 
Portigal informed Messer in a memo 
that DEML would be forwarding a 
cheque for $15.1 million rather than the 
$18.3 million as expected ($20.8 million 
minus the $2.5 million deposit). 


May 30, 1997 

On the final day of closing, Sask- 
Power officials 
asked Portigal 
not to proceed 
with the deal. 
Portigal _ re- 
sponded it was 
not possible and car- 
ried on with closing the deal. 


June 1, 1997 
According to documents from the 
Alberta corporate registry, Portigal be- 
came a director of the new Channel Lake 
that had just been purchased by DEML. 


i Running out of time to complete the 
@ cover-up costly mistakes were matie. 


June 4, 1997 

SaskPower officials 
discovered that Portigal 
had been hired by 
DEML to be the new 
CEO of Channel Lake. 
Messer finally termi- 
nated Portigal’s em- 
ployment with 
SaskPower. 


June 6, 
1997 

Messer sent a 
letter to DEML stating 
Portigal did not have the 
authority to conclude the deal on behalf 
of SaskPower. DEML responded that no 
objection was raised during the period 
prior to the closing of the sale and they 
viewed the agreement as binding. 


June 10, 1997 
Milner Fenerty advised SaskPower 
that if it could not renegotiate the sale, it 
should sue DEML to overturn the deal. 


June 13, 1997 

Messer ordered an internal audit of the 
sale of Channel Lake to DEML. How- 
ever, the audit couldn’t explain how the 
price dropped by $5.2 million except that 
Portigal made the change and authorized 
its inclusion in the contract. (Even though 
this report was done, it was not given to 
the board before June 20, 1997 when the 
sale was approved. The report was for- 
mally presented to the Board on July 3.) 


June 14-18, 1997 
Messer ap- 
proached Sask- 
Power’s lawyers 
about whether 
they could sue 
SaskPower’s own 
negotiator, 
Lawrence Portigal or 
DEML. He was told 
they don’t have a case 
because their own of- 
ficials failed to read 
the final sales docu- 
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When the company was sold, SaskPower officials forgot to 
f@ read the final contract. Somebody changed the wording. 


ment before signing it. 


June 20, 1997 

The SaskPower Board, with former 
Minister of the Crowns Eldon Lauter- 
milch as chairman, held a conference cail 
to approve the final sale, including the 
last minute changes. SaskPower manage- 
ment informed the Board that the deal 
was substantially different from what had 
been approved by the Board in March. 
The Board was told about the existence 
of the internal audit and legal opinions 
concerning the sale but approved the deal 
without actually examining these docu- 
ments. Messer neglected to provide cop- 
ies of the Milner Fenerty opinion to the 
Board that SaskPower should sue. 
Messer also assured the Board there was 
no negligence on behalf of Portigal or 
other SaskPower officials and the deal 
was still a good one for SaskPower. The 
Board failed to investigate further and 
approved the modified deal, closing the 
door to any further legal action. 


November 17, 1997 

The Channel Lake affair became pub- 
lic with the publication of the Provincial 
Auditor’s 1997 Fall Report. The Auditor 
criticized the government for failing to 
introduce proper rules and procedures to 
safeguard taxpayers from major losses in 
its gas trading activities. 


February 17, 1998 
Liberal MLA Jack Hillson tried to put 
the Channel Lake sale on the agenda of 
the Public Accounts Committee at the 


™ fA one word change cost 
@ taxpayers millions. 


provincial legislature, but the NDP used 
its majority to defeat his motion. 


February 25, 1997 
Another legal opinion prepared by the 
law firm Gerrand, Rath, Johnson for 
Crown Investments Corporation said 
SaskPower could have succeeded in 
blocking the deal in June 1997 if it had 
initiated action. 


March 2, 1998 
CIC Minister Dwain Lingenfelter 
wrote a letter asking the Justice Depart- 
ment to investigate any criminal wrong- 
doing. Justice officials wrote back on 
March 20 suggesting that Lingenfelter 
take his concerns to the police. 


March 4, 1998 

Dogged by a failed investment in 
South America and the $8 million in 
Channel Lake losses, Jack Messer re- 
signed as president of SaskPower. The 
following day the SaskPower Board de- 
cided to “negotiate an appropriate sever- 
ance package” with Messer before 
getting an outside legal opinion backing 
the decision. 


March 10, 1998 

In a damage control effort, the gov- 
ernment released two internal studies of 
the entire affair — one by Crown Invest- 
ment Corporation and one by Deloitte 
Touche. The reports highlighted a litany 
of mistakes in managing Channel Lake 
and concluded SaskPower management 
made errors in judgement that were nei- 


ther explainable nor justifiable. They 
laid much of 'the blame on the Sask- 
Power Board. 


March 11, 1998 
The CTF and others called for 
the resignation of Eldon Lauter- 
milch, the Minister responsible 
for SaskPower at the time of the 
Channel Lake sale. He re- 
fused. 


March 12, 1998 
Messer was awarded a sev- 
erance package worth about 
$300,000 because, according to 
lawyers hired by SaskPower, he was ter- 
minated without “just cause”, The CTF 
slammed the golden handshake as pdliti- 
cal pay-off. 


March 13, 1998 
The CTF called for an independent 
public inquiry into the purchase, manage- 
ment, and sale of Channel Lake. 


March 18-21, 1998 

The Saskatchewan Party tried to 
force the government to conduct a public 
inquiry by a legislative filibuster and re- 
fusing to convene hearings at the Public 
Accounts Committee on the matter. The 
government maneuvered around it by re- 
ferring the Channel Lake inquiry to the 
NDP dominated Crown Corporations 
Committee. 


March 21, 1998 

It was discovered that the lawyer who 
advised the government that it must pay 
a severance to Jack Messer was also an 
attorney for DEML, the company that 
bought Channel Lake. 
One of the law firm’s 
senior partners was a 
former college room- 
mate and good friend 
of Premier Roy Ro- 
manow. The wife of 
the current Crown 
Minister Dwain 
Lingenfelter also 
worked for the same 
firm. 
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March 30, 1998 
A Leader-Star News poll showed 76% 
of respondents were opposed to Messer’s 
severance and 41% think Lautermilch 
should resign from cabinet. 


April 1, 1998 
After weeks of wrangling, a legisla- 
tive committee dominated by NDP mem- 
bers began hearings into the Channel 
Lake affair. Messer testified that Cabinet 
ministers were aware of Channel Lake’s 
dealings all along. 


April 8, 1998 

The government released over 1,000 
documents related to the botched sale of 
Channel Lake. Among the documents 
was a legal opinion that stated Jack 
Messer could have been fired with just 
cause for deceiving the SaskPower Board 
at a critical juncture of the sale. Several 
documents also suggested the Premier 
knew what was happening with Channel 
Lake. 


April 22, 1998 

SaskPower officials testified at the 
Channel Lake hearings that someone re- 
moved three pages from the sales agree- 
ment they signed in April and substituted 
three new pages. The alterations raised 
new allegations of prospect of fraud, con- 
spiracy, and negligence. 


May 5, 1998 
Richard Truscott, the CTF’s Saskatch- 
ewan Director, filed a complaint with the 
RCMP to determine whether or not a 
criminal investigation is warranted. Stay 
tuned.= 


president of SaskPower had done that they gave him 
a huge payoff. 


§ The government was so delighted by the great job the 
x 


by Victor Vrsnik 


News reports on this year’s provincial budget lined- 
up a wide bandwidth of opinions from opposition 
parties, special interest lobbies and advocacy groups like 
the Manitoba Taxpayers Association. But does the budget 
live up to the government’s own standards? 

The budget’s medium-term economic plan calls for 
competitive taxes, balanced budgets, debt reduction, sup- 
port of priority social programs, and more capital spend- 
ing. How these pillars relate to each other in value is 
another question all together. 

Although the 1998 balanced budget tips the scales in fa- 
vour of more spending over last year, debt repayment has 


doubled and income taxes are down 2% over two years. 
At first blush, the elements of the plan seem at 
odds. Balanced budgets, debt repayment and tax cuts 
were once the stuff of fiscal restraint. This budget 
promises all that while opening up the floodgates of 
spending. 
Finance Minister Eric Stefanson is confident 
he can deliver the goods thanks to a flush 
bank account. Revenues for 1998 are up 
$200 million from last year’s projections. 
Transfers from the Fiscal Stabilization 
Fund amount to another $300 million. 
Record high revenues from Mani- 
toba’s buoyant economy did not oc- 
cur overnight. Over the past five 
years, budgetary revenues have 
increased by $880 million and 
spending is up by $410 mil- 
lion. 

It is safe to say that the 
government balanced the 
books not on a program of 

fiscal restraint, but on the 
backs of taxpayers. Reve- 
nue increases have out- 
stripped spending hikes 
by a margin of two-to-one. 


If the three pillars of this 
budget blended into a pie, the single larg- 

est slice would be carved in favour of new 
program and capital spending - up $250 million 
more than last year. The debt relief slice amounts to $75 
million more than 1997. And the thinnest wedge is re- 
served for a token income tax cut worth $28 million this 
year alone. Compared to plummeting rates in Ontario and 
Alberta, Manitoba’s income tax cut can hardly be de- 
scribed as competitive. 

Taxpayers should be pleased that debt finance costs are 
dropping and the tug at their wallets is easing. But com- 
pared to spending increases, debt payments and income 
tax cuts fall far short of the mark. Surpluses from the past 
two years alone amount to $135 million. The accumu- 
lated surplus is over $577 million. Tax revenues are shoot- 
ing through the roof year after year. The time for 
meaningful debt-relief and tax reduction is at hand. It’s up 
to taxpayers to make sure the government has the will to 
carry them out. 
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Media Summary: January 1998 
to March 1998 


In the lead up to the provincial budget, the 
MTA’s tax cuts/debt reduction campaign chalked 
up 65 interviews from media outlets across the 
province. News outlets that covered the MTA in- 
clude: the Winnipeg Free Press, the Winnipeg 
Sun, rural weeklies, MTN TV, Global TV, CKY 
TV, CBC TV, CJOB radio, 1290 Talk radio, and 
CBC radio. Three editorials in the Winnipeg Free 
Press singled out the MTA and opposed its push 
for tax relief. The MTA’s tax cuts/debt reduction 
campaign was rewarded by the provincial govern- 
ment with a two point income tax cut, accelerated 
debt relief payments (from the obligatory $75 mil- 
lion to a total of $150 million), and a balanced 
budget for the fourth year in a row. 

The MTA’s municipal property tax compari- 
son in March made the headlines in the Winnipeg Sun, 
MTN TV and 1290 Talk radio. The report, which includes 
a comparison of municipal and school tax rates for 17 Ca- 
nadian cities, was part of the MTA’s City of Winnipeg pre- 
budget submission. Details of the report can be found on 
the CTF website in the Resource Centre (www.tax- 
payer.com). 

In February, Provincial Director Victor Vrsnik was in- 
terviewed by 1290’s John Collison show, 1290 Talk Radio 
news, and CJOB radio on the Canadian Taxpayers Federa- 
tion’s report on MP compensation packages. The MTA 
also provided analysis on the federal budget and City of 
Winnipeg budget to various local media outlets. 


Petitions / Surveys 

Prior to the release of the 1998 provincial budget, the 
MTA submitted the first batch (1000) of Tax Cuts/Debt Re- 
lief petitions to the Finance Minister’s office. The peti- 
tions were collected over a 10-week period. Unsatisfied 
with the modest tax relief presented in this year’s budget, 


Aet ivity repc »rt 


victor 


for the 


A 


the MTA will continue to circulate the pe- 
tition demanding meaningful tax cuts and 
accelerated debt relief for the 1999 budget. 
A survey was mailed to all the weekly 
newspapers across the province that re- 
ceive the MTA’s Let’s Talk Taxes column. 
The surveys help the MTA update records 
and respond to feedback on the service. 


Presentations 


Victor Vrsnik made a pre-budget sub- 
mission to the City of Winnipeg’s Execu- 
4 ~ tive Policy Committee highlighting 
_____ growing debt service costs and undisci- 

"| plined spending. Although the 1998 

budget was passed as a double budget last 
year, recent amendments prompted the MTA to rec- 
ommend a combination of budgetary savings, accel- 
erated debt relief and property tax cuts. CBC radio 
and the Winnipeg Free Press covered the event. 


News Releases 

w Bigger Surplus = Bigger Tax Cut (March 6, 
1998) 

w Survey Says Tax Cuts/Debt Relief Combo Pri- 
ority No. 1 (March 4, 1998) 

w« EPC to Endorse $7-million Hike in 98 Budget 
(February 27, 1998) 

w Budget 98 — Taxpayers Give Paul Martin a 
“C” (February 25, 1998) 

& Income Tax in Manitoba Gets “F’” Grade (Janu- 
ary 29, 1998) 

w MTA releases, commentaries and reports can 
be found on the CTF website at www.tax- 
payer.comm 
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by Victor Vrsnik a $1.2 million facelift. The City will spend $3.5 million 
landscaping Portage avenue and another $1.7 million 
for storefront window dressing on the Portage strip. The 
urban reserve concept for North Main will cost City tax- 
payers $6 million. The price tag for consolidating civic 
offices downtown and building the York avenue under- 
pass could run as high as $15 million each. 


innipeg City Council will pump millions 

of taxpayer dollars this year in an attempt 
to revitalize the downtown core. But unless councillors 
lower the punitive business and property taxes, any at- 
tempt to revive the sagging downtown economy is 
doomed to failure. 


An American consultant’s report on downtown re- 
vival recommended an expansion of the City-owned 
Convention centre southward, bucking a private-sector 
initiative to build a hockey arena in the same spot. The 

Convention Centre already costs Manitoba tax- 
payers over $2 million annually in subsidies. 


The Portage and Main intersection is expected to get 


How much more of a drain on taxpayers 
dollars would an expanded facility amount to? 


Throw in the City’s concessions to the 
Baseball Park and voila - the complete pic- 
ture of downtown development, driven al- 
most exclusively by City Hall and tax dollars. 


New business will flock to the revitalized 
downtown, right? Unfortunately, paving the 
streets with gold wouldn’t reverse the down- 
town’s flagging fortunes. 

Tax-fatigued Winnipeggers pay the 
second highest property taxes in the country. 
This year’s $132 million debt and finance 
charges will consume one third of every 
property tax dollar collected by the City. The 
interest payments on the City’s $1 billion 
debt are still climbing. 

If City Council wants real downtown de- 
velopment, it should say no to pie-in-the-sky 

pork-barrel projects and say yes to policies 
designed to curb spending, lower taxes and 
create a pro-business environment.m 
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Winnipeg has done something right 


ecently, the City has demon- 

strated some leadership in re- 
structuring out-of-date management 
systems. Winnipeg City Council gave 
approval to the Special operating 
Agency (SOA) initiative and moved 
to transfer control of local wading 
pools and arenas to community-group 
stewardship. These two measures 
alone will give form to a new politi- 
cal culture that favours the consumer 
over the provider of services, econ- 
omy over waste, department profits 
over deficits, and liberalized manage- 
ment over Moscow style bureaucrati- 
zation. The SOA report was ushered 
in by Councillor John Angus and 
CAO Gail Stephens. 

City departments transformed into 
Special Operating Agencies run as 
profit-seeking customer-focused busi- 
nesses by hands-on managers whose 
fortunes rise and fall on informed de- 
cisions, the best buys and balanced 
books. Special Operating Agencies 


provide higher managerial freedom, 
cost-savings to government and satis~ 
fied taxpayers. Savings from provin- 
cial SOAs account for over $13 
million a year. 

The passage of the SOA initiative 
is a small step for City Council and a 
giant step for Winnipeg taxpayers. 
Taxpayers stand to benefit from accel- 
erated property tax cuts. 

In the lead-up to the fall election, 
constituents should press their Coun- 
cillors to adopt other models of alter- 
native service delivery. Councillors 
should be encouraged to err in favor 
of fiscal prudence and discipline over 
frivolous and doomed spending initia- 
tives in the city’s core. Downtown 
cannot survive on state patronage 
alone. To clear the way for private 
core development, first let loose the 
wrecking ball on the City’s offensive 
tax Structure.@ 


Winnipeg revitalization: 
An expensive re-election ploy? 
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PUTS TeePrAYERS 


By V. Joy Schmit 


A= a 70 year absence, On- 
tario’s nine million resi- 


dents will get back the tools 
necessary to guide and control their 
provincial and municipal govern- 
ments. 

On Monday, March 17, Transporta- 
tion Minister Tony Clement presented 
details of the government’s proposed 
direct democracy legislation. 

The legislation, which is expected 
to pass this spring, will be preceded 
by province-wide consultations. Once 
the law is passed, any new tax or in- 
crease in the tax rate (provincial sales 
tax, personal or corporate income tax, 


“en tht 


employer health tax) must be ap- 
proved by voters in a binding prov- 
ince-wide referendum. 

More importantly, citizens will be 
able to initiate their own referen- 
dums, pass new laws and change ex- 
isting ones. Referred to as citizens’ 
initiatives, Ontarians could initiate a 
province-wide referendum with a peti- 
tion containing the signatures of 10% 
of the population in each of the seven 
districts the province has been di- 
vided into for the purpose of this leg- 
islation. At a municipal level, 
referendums could be initiated by col- 
lecting the names of 10% of the popu- 
lation in that area. 

The referendum results will be 
binding on their respective govern- 
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in Ihe 
DRAVER' S SEAT 


ment, provided at least 50% of eligi- 
ble voters cast ballots and the referen- 
dum receives majority support. 

With the passage of this legisla- 
tion, the people of Ontario will fi- 
nally have a say in how their province 
is run beyond casting a ballot for a 
candidate every four or five years. 

In Canada, where we have some 
of the highest levels of taxation in the 
world, the new legislation will offer a 
rare opportunity for citizens to finally 
do something about it. 

Americans have used direct de- 
mocracy to control their govern- 
ments’ “tax and spend” agendas for 
years. In the 1996 US presidential 
election, taxpayer activists had one of 
their most successful years for intro- 


ducing tax limitation measures. Over 15 states had tax, ful of politicians to do it for them. Americans have the 


spending, term-limit or bond-related measures on their bal- —_ means to show politicians there are effective ways to 

lots and, almost without exception, tax and spending in- achieve better results without spending millions of tax dol- 

creases were rejected. lars. The bottom line in American politics is that the peo- 
Through citizen initiatives, people made the important ple decide the issues. The majority truly does rule. 

decisions affecting their future instead of allowing a hand- Ontario is finally coming on line. 


= Zr | 
: PROVINCIAL REFERENDUM | 


z ema 


r F OPOSI N G THE QUEST ION: : The Swiss have ‘asod. referendums for 


Lee c An eligible voter who wishes to request a referendum shall give centuries to control their governments. | 
their proposed question together with an estimate of the cost to im- . 
plement it to the Chief Elections Officer to review. The question 
must be within the legal jurisdiction of the province, be capable of 
being answered by a yes or no, and a cost estimate of implementing 
the proposal must be submitted as well. 


(REVIEWING THE QUESTION: 


The Chief Elections Officer may request additional information of ™: ott 
the sponsor, then will review the question for compliance with regulations. The Chief Elections Officer may 
ask the advice of the Referendum Commission to ensure the question complies. and may ask for changes to the 
question to meet all requirements. 


PREVIEW OF COSTS: | 
If the question complies with all requirements, it is referred to the Minister of Finance for a review of the pro- 
posed implementation costs. The Minister of Finance may include the government’s own cost estimate with the 
question and also state whether a tax increase will be necessary to implement the result. If the Minister of Fi- 
nance does not provide a cost estimate within the time limit set by the Chief Elections Officer, then it is consid- 
ered the sponsor's cost estimate is reasonable and that no tax increase is required to implement the referendum 
result. 


PETITION ISSUED: 
After the Minister of Finance’s review is complete, the Chief Elections Officer issues a petition form to the 
question’s sponsor. Each page of the petition must include the question, the sponsor’s cost estimate, the Minis- 
ter of Finance’s cost estimate if there is one, and any statement on the possibility of a tax increase if the pro- 
posal is implemented. 


PO OLLECTING SIGNATURES: 


Once the petition form is issued, the sponsor has 180 days to collect signatures from 10% of the eligible voters 
So in each of the seven regions of the province. The breakdown of the province into seven regions, based roughly 
on population, will ensure province-wide support exists for the proposal. 


HOLDING A REFERENDUM: 


Once the petition is completed, the government has either the option of enacting the measures in the proposal 
within 180 days, or allowing a referendum for a province-wide vote on the question. Referendum campaigns 
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MUNICIPAL REFERENDUM 


PROPOSING THE QUESTION: 


An eligible voter within a municipality who wishes the municipal government to hold a referendum submits 
the proposed referendum question to the clerk. The question must deal with matters within the municipality’s 
jurisdiction, and must be capable of being answered simply yes or no. As well, when a proposed referendum 
question is submitted it must be accompanied by an estimate of the cost, if any, to the taxpayers of the 
municipality if the results of the referendum are implemented. 


REVIEWING THE QUESTION: 
The clerk looks at the referendum question and if it meets with all requirements, approves it. However, if the 
clerk feels changes need to be made to the question in order to meet the specifications, then he/she will 
approve it subject to those changes. Or, if the clerk feels the question doesn’t meet the necessary requirements, 
a referendum may be refused. The clerk can consult with the Referendum Commission before making the 
decision. 


NOTICE TO SPONSOR: 


The clerk must notify the sponsor of the decision within 90 days of receiving the question. 


COLLECTING SIGNATURES: 


Following approval of a referendum question, the question sponsor has 180 days to gather the signatures of 
10% of the eligible voters within that municipality. The petition form must set out, on every page where 
signatures are collected: the text of the referendum question as approved, the sponsor’s estimate of the cost 
to the municipality of implementing the results of the referendum, the revised cost estimate, if any, prepared 
by the clerk, and any additional information the clerk considers necessary. 


HOLDING A REFERENDUM: 


If all the requirements are met for holding a referendum question and the petition, the municipality will be 
required to hold a referendum on the question. However, if the petition has been successful, the council can 
implement the proposal without holding a referendum. If the council decides to hold a referendum the 
proposal must be approved by 50% of the votes cast in order to be implemented. 


Note: Municipal referendums can be held at any time, initiated either by private sponsors or by council, and does not have to be 
held in conjunction with municipal elections. 
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Bringing a balanced be tiget law to Ontario: 


“Taxpayer Protection Pletige 


ost 
| 
: 
| I, Mike Harris, Leader of the Progressive | 
| 
| 


| Conservative Party of Ontario, pledge, if 
elected, to support immediate passage of 

_ Taxpayer Protection Legislation that will: 

| ONE, make any increase in existing tax rates 

or any new taxes subject to approval by | 

the voters of Ontario in a binding referendum; | 


: and TWO, require the elimination of Ontario's | 
operating and capital deficits within at least | 
five years, along with interim deficit targets for | 
each of the years; and 


| 
THREE, contain 'pay for performance! 
ministerial salary penalties for the Premier | 
and cabinet ministers if interim deficit targets | 
| are not met. 


Pressure applied: 


| 

| "I want to start with the small matter of a long-forgotten pledge to pass a balanced budget and taxpayer protection 
law. ‘Pass immediately' was the phrase on the pledge. 'In the first sitting’ was the government's phrase. 
Some of you may know Premier Mike Harris pictured here. He's signing the pledge I spoke of. In fact, all the 
members of the government caucus signed it except for Ted Amott, who had been steadfastly refusing to sign 
any pledges arguing he couldn't guarantee they'd be kept..." 
Brian Kelcey, Ontario Provincial Director addressing the Legislative Finance Committee, February 13, 1998. 


Recommendations from the Legislature Finance Committee, i 
Wetinesdlay April 5, 1998: | 


#6 The government should consider a strategy to address the debt once the provincial deficit has been eliminated. 
Other taxpayer friendly recommendations from the Finance Committee included: 


1) honour its commitment to deficit reduction and ines Bt | 
balance the budget by the fiscal year 2000-01; Passage into law: 
2) fulfill its commitment to reducing personal income taxes 
to stimulate job creation, investment and consumer confidence; 


To ensure the PC Government 
keeps its commitment, contact 


3) continue its commitment to reduce job-killing payroll taxes, : : : 
particularly for small business; : 

4) consider a strategy to address the debt once the provincial 

deficit has been eliminated; and 

5) continue to work toward uniform, province-wide commercial 

and industrial education property tax rates. 


Premier Mike Harris at | 
416-325-1941 or your local 
MPP. Note: the phone number for 

your MPP can be obtained from | 
the provincial blue pages in your | 
telephone book. 
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WORLD TAXPAYERS 


Issues of high taxation, wasteful 
government spending, runaway debt 
and unaccountable governance are 
fought by activists in every corner of 
the globe. In 1988 an organization 
was founded in Washington, D.C. 
that dedicated itself to providing 
support for and exchanging 
information among these activists. 


Today, Taxpayers Associations 
International (TAI) is comprised of 19 
member organizations in fifteen 
countries on five continents. Every 
two years a TAl member 
organization co-hosts a World 
Taxpayers Conference. 


On June 11, 1998 the Canadian 
Taxpayers Federation is pleased to 
welcome delegates from all over the 
world to the beautiful resort 
community of Whistler (90 minutes 
north of Vancouver) for two days of 
presentations, workshops, fellowship 
and warm hospitality. 


This is your opportunity to meet 
recognized experts and taxpayer 
activists from around the world who 
will share their knowledge and 
recipes for success. You won't want 
to miss this conference. 
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June 12-13, 1998 
Whistler, B.C. Canada 


Charles Bens 
Sarasota, Florida / 


Toronto, Ontario 


Muniipal cost cutting 
and performance 
consultant and author 


Preston Manning 
Ottawa, Ontario 


Leader of the Official 
Opposition, Canadian 
Parliament 


@ The Impact of Taxation on Employment and Economic Growth 
@ Re-thinking the Welfare State 

@ Individual Savings Accounts for Health and Social Security 

@ Direct Democracy: What Is It and How Do We Get It? 

@ Tax and Expenditure Limits 


@ Workshops will include discussions on health and education 
reform, municipal government restructuring, electoral reform and 
effective grassroots taxpayer advocacy. 


To register or for more information: 


Ph: 1-800-699-2282 Fax: 1-800-910-2282 
Or on-line at: www.taxpayer.com 


WORLD TAXPAYERS CONFERENCE  #604-1207 Douglas Street, Victoria B.C., Canada V8W 2E7 


